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PREFATORY NOTE TO THE FIRST EDITION. 


The statutory provisions relating to income-tax are 
contained in Parts I and II of this Manual. Part I 
contains the Income-tax Act and the relevant portion of 
the Finance Act, and Part II contains the rules made 
under the Act. 

Part III contains instructions and notes designed to 
assist income-tax authorities in the determination of 
questions which are bound to arise in assessments under 
the new Act. These instructions and notes have no 
statutory force but income-tax authorities should conduct 
assessments in accordance with them until they are 
cancelled or amended, unless in any particular instance the 
Income-tax Commissioner should desire to suspend action 
on any particular instruction pending a representation to 
the Board of Inland Revenue. 

^ ^ * 

In the marginal references "R” means a rule in Part 
II, “S” a section of the Act in Part I, and “Pi^ a 
paragraph in Part III of the Manual. 

Simla; ^ G. G. SIM, 

y Member^ 

The 10th Afril 1922. ) Board of Inland Revenue. 
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PART I. 

INCOME-TAX ACT, 
(XI OF 1922). 


1922 



ACT No. XI OF 1922, as subsequently amended. 

An Act to coiif^olidrite tind amend the law relating to 
Income-tax and Sufer-tax. 

Whereas it is expedient to consolidate and amend the 
laAV relating to Income-tax and Super-tax; It is hereby 
enacted as follows : — 

1. (2) This Act may be called the Indian Income-tax 
Short title, extent Act 1922. 

and commencement. ^ 

{2) It extends to the whole of British India, including P. 1. 
British Baluchistan and the Sonthal Parganas, and 
applies also, within the dominions of Princes and Chiefs 
in India in alliance with His Majesty, to British subjects 
in those dominions who are in the service of the Govern- 
ment of India or of a local authority established in the 
exercise of the powers of the Governor General in Council 
in that behalf, and to all other servants of His Majesty 
in those dominions. 

{3) It shall come into force on the first day of April, 

1922. 

2. In this Act, unless there is anything repugnant in 
Definitions. ^he subject or context, — 

(1) "agricultural income” means — P. 2. 

(a) any rent or revenue derived from land which is 
used for agricultural purposes, and is either 
assessed to la.nd-revenue in British India or 
subject to a local rate assessed and collected 
bv officers of Government as such; 

(&) any income derived from such land by — 

{i) agriculture, or . 

(n) the performance by a culti\4itor or receiver of 
rent-in-kind of any process ordinarily em- 
ployed by a cultivator or receiver of rent-in- 
kind to render the produce raised or received 
by him fit to be taken to market, or 

(m) the sale by a cultivator or receiver of rent-in- 
kind of the produce raised or received by 
him, in respect of which no process has been 
performed other than a process of the nature 
described in sub-clause (n); 
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P. 3. 


p. m. 


P» 4. 


(c) any income derived from any building owned and 
occupied by the receiver of the rent or revenue 
of any such land, or occ'upied by the cultiva- 
tor, or the receiver of rent-in-kind, of any 
land with respect to which, or the produce of 
which, any operation mentioned in sub-clauses 
(ii) and (m) of clause (b) is carried on : 

Provided that the building is on or in the immediate 
vicinity of the land, and is a building which the receiver 
of the rent or revenue or the cultivator or the receiver of 
the rent-in-kind by reason of his connection with the 
land, requires as a dwelling-house, or as a store-house, or 
other out-building; 

{£) “assessee” means a person by whom Income-tax 
is payable ; 

(3) “Assistant Cormnissioner’ ' means a person ap- 
pointed to be an Assistant Commissioner of Income-tax 
under section 5; 

(4) “business” includes any trade, commerce, or 
manufacture or any adventure or concern in the nature of 
trade, commerce or manufacture; 

*(4A) “The Central Board of Revenue” means the 
Central Board of Revenue constituted under the Central 
Board of Revenue Act, 1924; 

(5) “Commissioner” means a person appointed to be 
a Commissioner of Income-tax under section 5; 

(6) “company” means a company as defined in the 
Indian Companies Act, 1913. or formed in pursuance of 
an Act of Parliament or of Royal Cliarter or Letters 
Patent, or of an Act of the Legislature of a British 
possession, and includes any foreign association carrying 
on business in British India whether incorporated or not, 
and whether its principal place of business is situated in 
British India or not, which the Central Board of Reve- 
nue may, by general or special order, declare to be a 
company for the purposes of this Act; 


*This clause was inserted by the Central Board of Revenue Act, 1924 (IV 
of 1924). 

f Amended by the Central Board of Revenue Act, 1924 (IV of 1924). 
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*(5x4) “firm”, “partner” and “partnership” have 
the same meanings resiDectively as in the Indian Contract 
1X01 1872, Act, 1872; and 

(7) “Income-tax Officer” means a person appointed 
to be an Income-tax Officer under section 5 ; 

(8) “Magistrate” means a Presidency Magistrate or 
a ]\Iagistrate of the first class, or a Magistrate of the 
second class specially empowered by the Local Government 
to try offences against this Act; 

(9) “person” includes a Hindu undivided family; 

(10) “prescribed” means pi-escribed by rules made 
under this Act; 

(11) “Previous year” means — P* 6. 

(a) the twelve months ending on the 31st day of 

March next preceding the year for which the 
assessment is to be made, or, if the accounts of 
the assessee have been made up to a date 
within the said twelve months in respect of a 
year ending on any date other than the said 
31st day of March, then at the option of the 
assessee the year ending on the day to which 
his accounts have so been made up : 

Provided that, if this option has once been exer- 
cised by the assessee, it shall not again be 
exercised so as to vary the meaning of the 
expression “previous year” as then appli- 
cable to such assessee except with the consent 
of the Income-tax Office]’ and upon such condi- 
tions as he may think fit; oi’ 

(&) in the case of any person, business or company, 
or class of person, business or company, such 
period as may be determined by the Central 
Board of Revenue or by such authority as the 
Board may authorise in this behalf. 

{IS) “principal officer” used with reference to a local P.7, 8. 
authority or a company or any other public body or awyt 
association, means — ^ 

{a) the secretary, treasurer, manager or agent of the 
authority, company, body or association, or 

^Inserted by the Indian IncomeMax (Amendment) Act, 1930 (XXI of 1930). 

— The definitions of ’Tirm^' and ‘‘partnership** in the Indian Contract 
. 'Act, 1872, have been replaced by the Indian Partnership Act, 1932 (IX of 1932) ; 

but the definitions in the latter Act are effective owing to the operation of 
section 8 of the General Clauses Act, 1897 (X of 1897). 

tAmendcd by the Indian Income-tax (Amendment) Act, 1924 (XT of 1924). 

B 2 
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(&) any person connected witli the authority, com- 
pany, body or association upon whom the 
Income-tax Officer has served a notice of his 
intention of treating him as the principal 
officer thereof; 

P- 9. (25) “public servant” has the same meaning as in the 

Indian Penal Code; 

P. 10. {14) =^“registered firm” means a firm registered under 

R. 2-6. the provisions of section 26-A ; 

P. 11. ‘‘total income” means total amount of income, 

profits and gains from all sources to which this Act 
applies computed in the manner laid down in section 16; 
and 

P. 10. { 16 ) “unregistered firm” means a firm which is not a 

registered firm. 

CHAPTER I. ' 

Charge of lNCO]ME-T.ix. 

3. AVhere any Act of the Indian Legislature enacts 
' that income-tax shall be charged for any 

14, Charge of income-tax. rate OF I’atcs applicable 

to the total income. of an assessec, tax at the rate or those 
rates shall be charged for that year in accordance with, 
and subject to the provisions cf, this Act in respect of all 
income, profits and gains of the previous year of every 
\indimdual, Hindu undivided family, com'gamj, firm and 
other associatio7i of individuals. \ 

P. 13, 15, (l) Sn.ve as hereinafter provided, this Act shall 

16 * V X- , . . apply to all income, profits or gains, as 

described or comprised in section 6, 
from whatever source derived, accruing or arising, or 
received in British India or deemed under the provisions 


P. 2, 
11 , 
13, 
15. 


^Amended by the Indian Income-tax (Amendment) Act, 1930. (XXI of 1930). 
f Amended by the Indian Income-tax (Amendment) Act, 1924 (XI of 1924). 

JNoix. — The amendments made in Scciion.s 3, 55 and 56 of the Act by 
the Indian Income-tax (Amendment) Act, 1924 (XI of 1924) shall have effect 
as if they had been made on the hist day of April, 1823, and income-tax and 
super-tax shall bo deemed to have been chargeable for the year commencing 
on that date and to be cliargeable for the yoav commencing on the first day 
of April, 1924, at the rate or rates applicable for those years to tho total income 
of an individual, in respect of the income, profits and uuins and of the total 
income, respectively, of every Association of individuals ''for which no ;rate of 
tax has been otherwise laid down by law. ‘ » 
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of this Act to accrue, or arise, or to be received in British 
India. 

{2) tincome, profits and gains accruing or arising 
without British India to a person resident in British 
India* shall, if they are received in or brought into British 
India, he deemed to have accrued or arisen in British 
India and to he iincome, 'profits and gains of the year in 
which they are so received or brought, notwithstanding 
the fact that they did not so accrue or arise in that year.§ 

'X' 

\Provided that nothing contained in this suh-section 
shall apply to any income, profits or gains so accruing or 
arising prior to the 1st day of April 1933, unless they are 
income, profits or gains of a business and are received in 
or brought into British India ivithin three yeao'S of the 
end of the year in ivliich they accrued or arose: 

iProvided further that nothing in this sub-section 
shall apply to income from agriculture arising or accru- 
ing in a State in India from land for which any annual 
payment in money or in hind is made to the State. 

Explanation. — iincome, profits or gains accruing or 
arising without British India shall not be deemed to be 
received or brought into British India within the mean- 
ing of this sub-section by reason only of the fact that they 
are taken into account in the balance sheet prepared in 
British India. 

(-5) This Act shall not apply to the following classes of p. 17, 33 , 
income : — " 78. 

if) Any income derived from property held under p. 21. 
trust or other legal obligation wholly for re- 
ligious or charitable purposes, and in the 
case of property so held in part only for such 
purposes, the income applied, or finally set 
apart for application, thereto. 

(m) Any income of a religious or charitable insti- p. 21. 
tution derived from voluntary contributions 
and applicable solely to religious or chari- 
table purposes. 


5 — 

In the last two lines in the footnotes for “ (XII of 1923) ” substitute “ (XII 
of 1933) ”, 


(Correction List No. 2.) 
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{Hi) The income of local authorities. 

P. 23, 32. {i'^) Interest on securities which are held by, or are 

- • the property of, any Provident Pund to 

which the Provident Punds Act, 1897, 1897 

applies,! * * 

P. 23. {v) Any capital sum received in commutation of 

the whole or a portion of a pension, or in 
the nature of consolidated compensation for 
death or injuries, or in payment of anv insur- 
ance policy, or as the accumulated balance at 
the credit of a subscriber to any such Provi- 
dent Pund. 

P. 33. {'oi) Any special allowance, benefit or perquisite 

specifically gi’anted to meet o.vjDenses wholly 
• and necessarily incurred in the performance 
of the duties of an office or employment of 
profit. 

{vii) Any receipts not being receipts arising from . 
business or the exercise of a profession, 
vocation or occupation, which are of a casual 
and non-recurring nature, or are not by way 
of addition to the I’emuneration of an 
employe. 

P. 2. {mii) Agricultural income. 

P. 24. Au}^ income received by trustees on behalf of a 

recognised provident fund as defined in 
clause {a) of section 5S-A. 

In this sub-section “charitable purpose” includes re- 
lief of the poor, education, medical relief, and the ad- 
vancement of any other object of general jDublic utility. 


CHAPTER II. 

Income-tax Authorities. 

P. 35. 5. (I) There shall be the following classes of Income- 

Income-, „ authorities for the purposes of this 

Act, namely : — 

{a) the Central Board of Revenue, 

(&) Commissioners of Income-tax, 

+Repealed by the Indian Income-tax (Amendment) Act. 1924 (XI of 1924). 
l^®®rted by the Indian Income-tax (Provident Funds Relief) Act, 1929 
(XII of 1929). ' ’ 



(c) Assistant Commissioners of Income-tax, and 
{d) Income-tax OfHcers. 

-j*:'*: :)< :y A'- 

i(5) The Governor General in Council may appoint a 
Commhsioner of Income-tax for any area specified in the 
order of appointment . 

(4) Assistant Commissioners of Income-tax and 
Income-tax Officers shall, subject to the control of the 
Governor General in Council, be appointed by the 
Commissioner of Income-tax by order in writing. They 
shall perform their fund ions §/?? respect of such persons 
or classes of persons and of such incomes or classes of 
income and in respect of such areas ns the Commissioner 
of Income-tax may direct!! and. where two or more 
Assistant Commissioners of Income-tax or Income-tax 
Officers hare heen appointed for the same area, in 
accordance with any orders which the Commissioner of 
Income-tax may make for the distribution and allocation 
of the work to be performed. The Commissioner may, 
by general or special order in writing, direct that the 
])owei’s confei'red on the Income-tax Officer and the 
Assistant Commissioner by oi’ under this Act shall, in 
respect of any specified case or class of cases, be exercised 
by the Assistant Commissioner and the Commissioner, 
respectively, and, for the purposes of any case in I’espect 
of which such order applies, references in this Act or in 
any I’ules made hereunder to the Income-tax Officer and 
the Assistant Commissioner shall he deemed to be refer- 
ences to the Assistant Commissioner and the Commis- 
sioner, respectively, 

(5) The Central Board of Revenue may, by notification 
in the Gazette of India, appoint Commissioners of 
Income-tax, xVssistant Commissioners of Income-tax and 
Income-tax Officers to perform such functions in respect of 
such classes of persons or such classes of income, and for 
such area, as may be specified in the notification, and 

Miepralocl by fbe Ccntial Board of Bovonuc Act, 1924 (IV of 1924). 

tSulmtitutorr bv the Indian Income-tax (Second Amendment) Act, 1933 
(XVIII of 1933) 

6 Amended by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII 
of 1953). 

Ijln^erted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII 
of 1935). 
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thereupon the functions so specified shall cease, within 
the specified area, to be performed, in respect of the 
specified classes of persons or classes of income, by the 
authorities appointed under sub-sections (5) and (4). 

(6) Assistant Commissioners of Income-tax and 
Income-tax Officers appointed under sub-section (4) . 
shall, for the purposes of this Act, be subordinate to the 
Commissioner of Income-tax appointed under sub-section 
{S) for the '^'area in which they perform their functions. 


CHAPTEE III. 

Taxable Income. 

P. 13. 6. Save as otherwise provided by this Act, the follow- 

ing heads of income, profits and gains, 
Head- of income shall be chargeable to income-tax in 

chargeable to , i i • pj. 

incomo-tox. the manner hereinafter appearing, 
namely : — 

{i) Salaries. 

(w) Interest on securities. 

{in) Property. 

{I'd) Business. 

{v) Professional earnings. 

{vi) Other sources. 

P. 33, 34, 7. (2) The tax shall be payable by an assessee under 

36. . the head ‘"salaries” in respect of any 

salary or wages, any annuity, pension 
or gratuity, and any fees, commissions, perquisites or 
profits received by him in lieu of, or in addition to, any 
salary or wages, which are paid by or on behalf of Gov- 
ernment, a local authority, a company, or any other public 
body or association, or by or on behalf of any private 
employer : 

Eoc'planation . — The right of a person to occupy free 
of rent as a place of residence any premises provided by 

f Indian Income-tax (Second Amendment) Act, 1933 (XVIII 

tlnserted by the Indian Income-tax (Amendment) Act, 1923 (XV of 1923). 
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Ms employer is a perquisite for tlie purposes of this sub- 
section : 


Provided that the tax shall not be payable in respect p. 11,73. 
of any sum deducted under the authority of Government 
from " the salary of any individual for the purpose of 
securing to him a deferred annuity or of making provision 
for his wife or children, provided that the sum so deducted 
shall not exceed one-sixth of the' salary. 

{2) Any income which would be chargeable under this P. 1, 15, 
head if paid in British India shall be deemed to be so 37. 
chargeable if paid to a British subject or any servant of 
His Majesty in any part of India by Government or by a 
local authority established by the Governor General in 
Council. 


8. The tax shall be payable by an assessee under the P. 16, 39, 
head “Interest on securities” in 

Interest on secuiilies. , p < i , *111 

respect of the interest receivable by 
him on anj’ security of the Government of India or of a 
Local Government, or on debentures or other securities for 
money issued by or on behalf of a local authority or a 
company : 


^Provided that no income-tax shall he 'payable under 
this section hy the assessee in respect of any sum deducted 
from such interest loy way of commission hy a haiiker 
realizing such interest on behalf of the assessee: 


Provided further that no income-tax shall be payable P. 11. 
on the interest receivable on any security of the Govern- 
ment of India issued or declared to be income-tax free : 


Provided, further, that the income-ta.x payable on the 
interest receivable on any security of a Local Government 
issued income-tax free shall be payable by that Local 
Government. 


9. {!) The tax shall be payable by an assessee under 
the head “Property” in respect of the 
roper hona fide annual value of property con- 

sisting of any buildings or lands appurtenant thereto of 
which he is the owner, other than such portions of such 


P. 40, 4S, 
43. 


^Inserted by the Indian Income-tax (Second Amendment) Act, 1933 (XYIII 
1933}, 
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P. 43. 

P. 43. 

P. 44. 

P. 45. 

P. 69. 

P. 46. 

R. 7. 

P. 47, 48. 

P. 49. 

P. 41. 


% 

property as lie may occupy for the purposes of Ms busi- 
ness, subject to the following allowances, namely : — 

{i) where the property is in the occupation of the 
owner, or where it is let to a tenant and the 
owner has undertaken to bear the cost of 
rejiairs, a sum equal to one-sixth of such 
value ; 

(m) where the property is in the occupation of a 
tenant who has undertaken to bear the cost 
of repairs, the difference between such value 
and the rent paid by the tenant up to but 
not exceeding one-sixth of such value; 

(m) tile amount of any annual premium paid to in- 
sure the property against risk of damage or 
destruction ; 

'\{iv) where the fro'perty is subject to a mortgage, 
or other capital charge, the amoimt of any 
interest on such mortgage or charge; where 
the property is subject to a ground rent, the 
amount of such ground rent; and where the 
property has been acquired- icith borrowed 
capital, the amount of any interest payahle 
on' such capital and not specifically charged 
upon the property itself; 

(v) any sums paid on account of land-revenue in 

respect of the property; 

(vi) in respect of collection charges, a sum not ex- 

ceeding the prescribed maximum; 

(vii) in respect of vacancies, such sum as the In- 

come-tax Officer may determine having 
regard to the circumstances of the case : 

Provided that the agg]’egate of the allowances made 
under this sub-section shall in no case exceed the annual 
value. 

(£) For the purposes of this section, the expression 
“annual value” shall be deemed to mean the sum for 

tAmended by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII 
of 1933). 
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which the property might reasonably be expected to let 
from year to year : 

Provided that, where the property is in the occupation P. 41. 
of the owner for the purposes of his own residence, such 
sum shall, for the purposes of this section, be deemed 
not to exceed ten per cent, of the total income of the 
owner. 

10. (1) The tax shall be payable by an assessee under P. 60, 52, 

„ . the head “Business” in respect of the 66* 

Business. r*. • j? i i 

proiits or gains oi any business carried 

on by him. 

(£) Such profits or gains shall be computed after mak- P. 50, 53, 
ing the following allowances, namely : — 54. 

(^) any rent paid for the premises in which such p. 55. 
business is carried on provided that when 
any substantial part of the premises is used 
as a dwelling-house by the assessee, the 
allowance under this clause shall be such 
sum as the Income-tax Officer may deter- 
mine having regard to the proportional part 
so used; 

(m) in respect of repairs, where the assessee is the p. 50. 
tenant only of the premises, and has under- 
taken to bear the cost of such repairs, the 
amount paid on account thereof, provided 
that, if any substantial part of the premises 
is used by the assessee as a dwelling-house, a 
proportional part only of such amount shall 
be allowed ; 

(in) in respect of capital borrowed for the purposes p j-ij? 
of the business, where the payment of inter- 
est thereon is not in any way dependent on 
the earning of profits, the amount of the 
interest paid; 

Eoo'planation . — Recurring subscriptions paid 
periodically by shareholders or subscribers in 
such Mutual Benefit Societies as may be 
prescribed, shall be deemed to be capital 
borrowed within the meaning of this clause; 
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P. 58. 

P. 56. 

P. 59. 

R. 8-9. 


P. 60. 


{ir)) in respect of insurance against risk of damage 
or destruction of buildings, machinery, 
plant, furniture, stocks or stores, used for 
the purposes of the business, the amount of 
any premium paid ; 

[v) in respect of current repairs to such buildings, 
machinery, plant, or furniture, the amount 
paid on account thereof; 

{m) in respect of depreciation of such buildings, 
machinery, plant, or furniture being the 
property of the assessee, a sum equivalent to 
such percentage on the original cost thereof 
to the assessee as may in any case or class of 
cases be prescribed : 

Provided that — 

{a) the prescribed particulars have been duly fur- 
nished ; 

(&) where full effect cannot be given to any such 
allowance in any year owing to there being no 
profits or gains chargeable for that year, or 
owing to the profits or gains chargeable being 
less than the allowance, the allowance or part 
of the allowance to which efihct has not iDeen 
given, as the case may be, shall be added to the 
amount of the allowance for depreciation for 
the following year and deemed to be part of 
that allowance, or, if there is no such allow- 
ance for that year, be deemed to be the 
allowance for that year, and so on for succeed- 
ing years; and 

{c) the aggregate of all such allowances made under 
this Act or any Act repealed hereby, or under 
the Indian Income-tax Act, 1886, shall, in nonofiss 
case, exceed the original cost to the assessee 
of the buildings, machinery, plant, or furni- 
ture as the case may be; 

{mi) in respect of any machinery or plant which, in 
consequence of its having become obsolete, 
has been sold or discarded, the dift'erence be- 
tween the original cost to the assessee of the 
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macliinery o]’ plant as reduced b}’’ the aggre- 
gate of tlie alloAvances made in respect of 
depreciation imder clause {vi), or any Act 
repealed hereby, or the Indian Income-tax 
Act, 1886, and the amount for which the 
machinery or plant is actually sold, or its 
scraj) value ; 

""'(mia) in respect of animals which have been used P. 61. 
for the purposes of the business otherwise 
than as stock in trade^ and have died or 
become permanently useless for such pur- 
poses, the difference between the original 
cost to the assessee of the animals and the 
amount, if any, realised in respect of the 
carcasses or animals; 

{viii) any sums paid on account of land-revenue, P. 62, 69. 
local rates or municipal taxes in respect of 
such part of the premises as is used for the 
• purposes of the business; 

t {'oiiia) any sum paid to an em23loyee as bonus or com- p, 63. 
mission for services rendered, where such 
sum would not have been payable to him as 
profits or dividend if it had not been paid as 
bonus or commission : 

Provided that the amount of the bonus or commission 
is of a reasonable amount with reference to — 

{a) the pay of the employee and the conditions of 
his service; 

(&) 'the profits of the business for the 3'-ear in ques- 
tion; and 

(c) the general practice in similar businesses; 

(iic) .any expenditure (not being in the nature of P.53, 64 
capital expenditure) incurred solely for the 66. 
purpose of earning such profits or gains : 

^Provided that nothing in clause {viii) or clause {ix) 
shall be deemed to authorise the allowance of any sum paid 

^Inserted by the Indian Income-tax (Amendment) Act, 1928 (III of 1928). 

tinserted by tl>e Indian Income-tax (Third Amendment) Act, 1930 (XXIII 
of 1930). ' 

ttinserted by the Indian Income-tax (Amendment) Act, 1928 (III of 1928). 
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P. 60. 


P. 50. 


P. 67 , 
69. 


P. 15. 


on account of ctiiy cess, rate or tax levied on the profits or 
gains of any business or assessed at a proportion of or 
otherwise on the basis of any such profits or gains. 

(3) In sub-section {£), the word ‘‘paid” means actually 
paid or incurred according to the method of accounting 
upon the basis of which the profits or gains are computed 
under this section. 


11. (1) The tax shall be payable by an assessee under 
the head “Professional earnings” in 
Professional earning.-,. ^-espect of tile pi’ofits op gains of any 

profession or vocation followed by him. 

*{£) Such 'profits or gains shall he computed after 
making the folloiving allowances, namely : — 

ifi) any expenditure {not being in the nature of 
capital expenditure') incurred solely for the 
purposes of such profession or vocation, 'and 
not being personal expenses of the assessee; 

{ii) in respect of depreciation of buildings and 
depreciation and obsolescence of machinery, 
apparatus, appliances, plant, furniture or 
other capital assets being the property of 
the assessee and used solely for the purposes 
of such profession or vocation, the allow- 
ances specified in clauses (vi) and {vii) of 
sub-section {£) of section 10 subject to all 
- the conditions specified in those clauses. 

(3) Professional fees paid in any part of India to a 
person ordinarily resident in British India shall be deemed 
to be profits or gains chargeable under this head: 


P. 40. 12. (1) The tax shall be payable by an assessee under 

the head “Other sources” in respect of 

Other sources. . ^ ^ ^ i i 

income, profits and gams of every kind 
and from every source to which this Act ap'plies (if not 
included under any of the preceding heads) . 

P. 68,69. (^) Such income, profits and gains shall be computed 

after making allowance for any expenditure (not being 
in the nature of capital expenditure) incurred solely for 
the purpose of making or earning such income, profits or 


*Substifcuted by the Indian Income-ta.\' (Second Amendment) Act, 1955 
•;XVIII of 1935). ' 
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gains, provided that no allowance shall be made on account 
of any personal expenses of the assessee. 

13. Income, profits and gains shall be computed for P.50,51, 

the purposes of sections 10, 11 and 12 65. 

Method of aecoun<,ing. accoi'daiice witli tile mctliod of 

accounting regularly employed by the assessee ; 

Provided that, if no method of accounting has been 
regularly employed, or if the method employed is such 
that, in the opinion of the Income-tax Officer, the income, 
profits and gains cannot properly be deduced therefrom, 
then the computation shall be made upon such basis and 
in such manner as the Income-tax Officer may determine. 

14. (1) The tax shall not be payable by an assessee in p. 70 . 
Exemptions of a I’espcct of ally sum wliich he receives as 

general nature. a member of a Hiudu undivided family. 

(£) The tax shall not be payable by an assessee in ^ 

respect of — 

(a) any sum which he receives by way of dividends as 
a shareholder in a company where the profits 
or gains of the company have been assessed to 
income-tax; or 


(6) such an amount of the profits or gains of any firm p. 10, 71. 
which have been assessed to income-tax as is 
proportionate to his shai’e in the firm the 
time of such assessment ; or 

t((?) any sum which he receives as his share of the P. 73. 
profits or gains of an association of indivi- 
duals, other than a Hindu undivided family, 
company or firm, where such profits or gains 
have been assessed to income-tax. 

15. {1) The tax shall not be payable by an assessee in 
Exemption in tiio I’espect of any sums paid by him to 
case of life insurances. effect aU illSUl'aUCe Oil his OWU life 01’ OU 

the life of his wife, or in respect of a contract for a 
' deferred annuitv on his own life or on the life of his wife, 
or as a contribution to any Provident Fund to which the 
Provident Funds Act, 1897, applies. 

IX of 1897. 1 * ,V: -V: * . 1 '. 


^Inserted by the Indian Income-tax (Amendment) Act, 1928 (III of 1928). 
tln?ened by the Indian Income-tax (Amendmeni' Act, 1950 (XXTI of 1P30). 
^Hcpealed by the Indian Income-tax (Amendment) Act, 1921 (XI of 1924). 
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(:2) Where .the assessee is a Hindu undivided ffimily, 
there shall be exempted under sub-section (I) any sums 
paid to effect an insurance on the life of any male member 
of the family or of the wife of any such membei’. 

P. 11. (3) The aggregate of any sums exempted under this 

section shall not, together with any sums exempted under 
the proviso to sub-section (l) of section 7, imid any sums 

P. 24. exempted under sub-section {l) of section 58-F exceed 
one-sixth of the total income of the assessee. 

P. 11. 16. (I) In computing the total income of an assessee 

sums exempted under the proviso to 
ciu^oSdoTemifn^^^ siib-sectioii (I) of sGctiou 7, VJic sccond 
tho totni income. and third 25rovisos to section 8, sub- 

section (^) of section 14 and section 15, 

shall be included. 

P. 74,82. {2) For the purposes of sub-section (l), any sum men- 

tioned in clause {a) of sub-section {2) of section 14 shall 
be increased by the amount of income-tax payable by the 
company in respect of the dividend received. 

P. 11, 75. 17 , Where owing to the fact that the total income of 

any assessee has reached or exceeded a 
M-ho?mcrgb nbovfa Certain limit he i.s liable to pay 
certain limit is small. iiicomc-tax 01 ’ to pav iucomc-tax at a 

higher rate, the amount of income-tax payable by him 
shall, where necessary, be reduced so as not to exceed the 
aggregate of the following amounts, namely : — 

(а) the amount which would have been payable if his 

total income had been a sum leas by one rupee 
than that limit, and 

(б) the amount by which his total income exceeds that 

sum. 


P. 76. 


18. (1)-^ 


CHAPTER IV. 
Deductions and Assessment. 


Payment by deduc- 
tion at source. 


tlnserted by the Indian Incomc-tnx (Second Amendment) Act, 1955 (XVIIl 
of 1933). / > \ 

^Eencaled by the Indian Income-tax (Second Amendment) Act, 1953 (XVIH 
of’ 1Q53). 

tinserted by the Indian Income-tax (Provident Pund Relief) Act, 1929 (Xll 
of 1929). • } i \ 
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(S) Any person responsible for paying any income P. 36, 73, 
'chargeable under the head “Salaries” shall, at the time 77. 

'of payment, deduct income-tax tbut not super-tao) on the 
•amount payable at the rate applicable to the estimated 
income of the assessee under this head : 

Provided that such person may, at the time of making 
any deduction, increase or reduce the amount tb be deduct- 
ed under this sub-section for the purj)ose of adjusting 
any excess or deficiency arising out of any previous deduc- 
tion or failure to deduct. 

^■(2a) Notwithstanding anything hereinbefore contain- 
<ed, for the purpose of making the deduction under sub- 
section (2), there shall be included in the amount payable 
anv income chargeable under the head ‘Salaries’ which 
is payable to the assessee out of India by or on l^ehalf of 
'Government, and the value in rupees of such income shall 11-A. 
'be calculated at tlie prescribed rate of exchange. 

(3) The person responsible for paying any income p gg 
chargeable under the head “Interest on securities” shall ’ 

iunless otherivise 'prescribed m the case of any seccrity of 
the Government of India at the time of pajunent, deduct 
income-tax '\but not super-tax on the amount of the inter- 
‘est payable at the maximum rate. 

Provided that 'where the Income-tax Officer gives a 
'■certificate in writing {ivhich certificate he shall give in 
^every proper case on the application of the assessee) that 
do the best of his belief the total income of a recipient will 
be less than the m.inimum liable to income-tax or luill be 
diahle to a rate of income-tax less than the maximum rate, 

-the person responsible for paying any income herein 
referred to to such recipient shall, until such certificate 
is cancelled by the Income-tax Officer, pay the income 
without deduction or deduct the tax at such less rate, 
as the case may he. 

t {3 A ) "W^here the Income-tax Officer has reason to P. 80, 
believe that the total income of any person residing out of 131, 
British India to whom any interest not being ‘Interest on 
Securities’ is payable, will in any year exceed the 

tinserted by the Indian Income-tax (Second Amendment) Act, 1935 (XYIII 
of 1933). 

^Inserted by the Indian Jncome-tax (Second Amendment) Act, 1925 (XVI of 


0 
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F.80, 

131e 


P. 131. 


F. 133. 


maximum amount which is not chargeable with super-tax 
under the law for the time being in force, he may, by order 
in writing, require the person responsible for paying such 
interest to such person to deduct at the time of payment 
income-tax and super-tax at the rates determined by the- 
Income-tax Officer to be applicable to the total income of 
such person in that year. 

t(55) Where the person responsible for paying any 
interest not being ‘ Interest on Securities ’ to any person- 
pays to that person in any year an amount of such interest 
exceeding in the aggregate the maximum amount which is- 
not chargeable with super-tax under*''the law for the time 
being in force, the person responsible for paying such 
interest shall, if he has not reason to believe that the- 
recipient is resident in British India, and no order under 
sub-section {3 A) has been received in respect of such 
recipient, deduct at the time of payment income-tax on 
the total amount of such interest at the rate appropriate- 
to such total, and super-tax on the amount by which such 
total exceeds the maximum amount not chargeable with, 
super-tax at the rate applicable to such excess. i 

t (SC) Where the Income-tax Officer has reason to believe'- 
that any person, who is a shareholder in a company, is 
resident out of British India and that the total income of 
such person will in any year exceed the maximum amount 
which is not chargeable to super-tax under the law for the- 
time being in force, he may, by order in writing, require- 
the principal officer of the company to deduct at the time- 
of payment of any dividend from the company to the share- 
holder in that year super-tax at such rate as the Income- 
tax Officer may determine as being the rate applicable in- 
respect of the income of the shareholder in that year. 

t {3D) If in any year the amount of any dividend or the 
aggregate amount of any dividends paid to any share- 
holder by a company (together with the amount of any 
income-tax payable by the company in respect thereof) 
exceeds the maximum amount of the total income of a 
person which is not chargeable to super-tax under the law 
for the time being in force, and the principal officer of the 
company has not reason to believe that the shareholder is 

tlnserted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII 
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resident in British India, and no order under sub-section 

has been received in respect of such shareholder by the 
principal officer from the Income-tax Officer the principal 
officer shall at the time of payment deduct super-tax on 
the amount of such excess at the rate which would be 
applicable under the law for the time being in force if the 
amount of such dividend or dividends (together with the 
amount of such income-tax as aforesaid) constituted the 
whole total income of the shareholder. 

(4) All sums deducted in accordance with the pro- P. 74. 
visions of this section shall, for the purpose of computing 

the income of an assessee, be deemed to be income received, 

(5) Any deduction made in accordance with the provi- 
sions of this section shall be treated as a payment of 
income-tax* or su'per-tax on behalf of the person from 
whose income the deduction was made, or of the owner 
of the security, as the case may be, and credit shall be 
given to him therefor in the assessment, if any, made for 
the following year under this Act: 

Provided that, if such person or such owner obtains, in 
accordance with the provisions of this Act, a refund of 
any j)ortion of the tax so deducted, no credit shall be given 
for the amount of such refund. 

{6) All sums deducted in accordance with the provisions 
of this section shall be paid within the prescribed time 
by the person making the deduction to the credit of the 
Government of India, or as the Central Board of Revenue 
directs. R. 10 , 12 , 

(7) If any such person does not deduct and pay the tax p wg 
as required by ^or under this section, he shall, without^’ 
prejudice to any other consequences which he may incur, 
be deemed to be ^an assessee in default in respect of the 
tax. 

^Provided that the Income-tax Officer shall not make 
a direction under sub-section (i) of section 46 for the 
recovery of any penalty from such person unless satisfied 
that such person has wilfully failed to deduct and pay the 
tax, ^ 

of Indian Income-tax (Second Amendment) Act, 1933 (XVIII 

f by the Indian Income-tax (Second Amendment) Act, 1933 /XVI II 

of lyoo). 

c 2 



20 


78, 

116. 


25 . 13 . 


P.76. 


R.42,43. 
P. 87 


{8) The power to levy by deduction under this section 
•shall be without prejudice to any other mode of recovery. 

(9) Every person deducting income-tax* or su'per-tacc in 
accordance with the provisions of sub-sections (3), *(3A), 
(3B), (3C) or (3D) shall, at the time of payment of interest, 
furnish to the person to whom the interest is paid a certi- 
ficate to the effect that income-tax* or sii'per-tax has been 
deducted, and specifying the amount so deducted the rate 
at which the tax has been deducted, and such other 
particulars as may be prescribed. 

19. In the case of income chargeable under \any head 
other than ‘"salaries'" or “interest on securities" , and in 

any case where income-tax has not 
p.y„„t in other oases, ^een deducted in accordance -with the 

provisions of section 18, the tax shall be payable by the 
assessee direct. 

tlO-A. The principal officer of every compan}- shall, on 
or before the 15th day of June in each 
°regard^g year, fumish to the prescribed ofiicer a 
dividends. retum in the prescribed form and 

verified in the prescribed manner of the names and of the 
addresses, as entered in the register of shareholders main- 
tained by the company, of the shareholders to whom a 
dividend or aggregate dividends exceeding such amount as 
may be prescribed in this behalf has or have been distri- 
buted during the preceding year and of the amount so 
distributed to each such shareholder. 


20. The principal officer of every company shall, at the 
P.83, n ^ time of distribution of dividends, fur- 

-fi 1 Certincato by com- • i j. • . 

pany to shareholders niSLL tO 6V6ry pGrSOH rGCGlVlIlg 

receiving dividends. dividend a Certificate to the effect that 
the company has paid or will pay income-tax on the profits 
which are being distributed, and specifying such other 
R. 14. particulars as may be prescribed. 

R 43-A *20A. The person responsible for paying any interest not 

Supply of informa- being ‘Interest on Securities’ shall, on 
tion regarding interest, qt bcfoi’e the fifteenth day of June in each 

year, furnish to the prescribed officer a return in the 

’‘Inserted by the Indian Income-tax (Second Amendment) Act, 1933 
(XVIII of 1933). 

^Substituted by the Indian Income-tax (Second Amendment) Act, 1933 (XVJIl 
of 1933). ' 

^Inserted by the Indian Income-tax (Amendment) Act, 1926 (XXIV of 1926). 
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prescribed form and verified in the prescribed manner of 
the names and addresses of all persons to -whom during the 
previous financial year he has paid interest or aggregate 
interest exceeding such amount not being less than ono 
thousand rupees as may be jprescribed in this behalf^ 
together -with the amount paid to each such person. 

21. The prescribed person in the case of every Govern- R. 15;. 

ment office, and the principal officer or P. 8,183; 

Annual return. prescribed person in the case of 

every local authority, company or other public body or 
association, and every private employer shall prepare, and, 
within thirty days from the 31st day of March in each year, 
deliver or cause to be delivered to the Income-tax Officer K.. 17.. 
in the prescribed form, a return in writing showing — 

{a) the name and, so far as.it is known, the address 
of every person who was receiving on the said 
31st day of March, or has received during the- 
year ending on that date, from the authority,, 
company, body, association or private, 
employer, as the case may be, any income R* 16; 
chargeable under the head “Salaries” of 
such amount as may be prescribed; 

(&) the amount of the income so received by each 
such person, and the time or times at which 
the same was paid; 


{c) the amomit deducted in respect of income-tax 
from the income of each such person.- 
22. (I) The PrinciiDal officer of every company shall P. 11, 8^5 
_ ^ - . prepare, and, on or before the fifteenth 86 s> 87«> 

day 01 June in each year, furnish to the 
Income-tax Officer a return, in the prescribed form and 
verified in the prescribed manner, of the total income of 16^ 
the company during the previous year : 

Provided that the Income-tax Officer may, in his dis- 
cretion, extend the date for the delivery of the return in 
the case of any company or class of companies. 

{2) In the case of any person other than a company p, u gg 
whose total income is, in the Income-tax Ofiicer’s opinion, 86 .^ ^ 

of such an amount as to render such person liable to 
income-tax, the Income-tax Officer shall serve a notice upon 
him requiring him to furnish, within such period, not 
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Et. 19. 

S». 86. 

P. 88, 
111 . 


P. 11, 99, 
115. 


P. 89, 90. 


P.ll. 


being less than thirt}* daj’-s as maj" be specified in the notice, 
a return in the prescribed form and verified in the pre- 
scribed manner setting forth (along -with such other 
particulars as may be provided for in the notice) his total 
income during the previous year. 

(5) If any person has not furnished a return within the 
time allowed by or under sub-section (I) or sub-section { 2 ), 
or having furnished a return under either of those sub- 
sections, discovers any omission or wrong statement there- 
in, lie may furnish a return or a revised return, as the 
case may be, at any time before the assessment is made, 
and any return so made shall ])e deemed to be a return 
made, in due time under this section, 

(4) The Income-tax Officer may serve on the principal 
officer of any company or on any person upon whom a 
notice has been served under suli-section { 2 ) a notice 
requiring him, on a date to be therein specified, to produce, 
or cause to be produced, such accounts or documents as the 
Income-tax Officer may require: 

Provided that the Income-tax Officer shall not 7’equire 
the production of any accounts relating to a period more 
than three years prior to the previous year. 

23. (2) If the Income-tax Officer is satisfied that a 
return made under section 22 is correct 
ssossmon . Complete, he shall assess the total 

income of the assessee, and shall determine the .sum payable 
by him on the basis of such return. 

{ 2 ) If the Income-tax Officer has reason to believe that 
a return made under section 22 is incorrect or incomplete 
he shall serve on the person who made the return a notice 
requiring him, on a date to be therein specified, either to 
attend at the Income-tax Officer’s office or to produce, or 
to cause to be there produced, any evidence on which such 
person may rely in support of the return. 

(5) On the day specified in the notice issued under sub- 
section { 2 ), or as soon afterwards as may be. the Income- 
tax Officer, after hearing such evidence as such person may 
produce and such other evidence as the Income-tax Officer 
may require, on specified points, shall, by an order in 
writing, assess the total income of the " assessee, and 
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'determine the sum payable by him on the basis of such 
assessment. 

{4) If the principal officer of any company or any other P. 88, 89. 
■person fails to make a return under sub-section (2) or sub- 
-section {2) of section 22, as the case may be, or fails to 
comply with all the terms of a notice issued under sub- 
'section {£) of the same section or, having made a return, 
fails to comply with all the terms of a notice issued under 
•sub-section {2) of this section, the Income-tax Officer shall 
make the assessment to the best of his judgment in 

dlie case of a registered firm, may cancel its registration. 

^Provided that the registration of a firm shall not be 
cancelled until fourteen days have elapsed from the issue 
•of a notice by the Income-tax Officer to the firm intimating 
'his intention to cancel its registration. 

*23 A. (2) Where the Income-tax Officer is satisfied P. 72. 

^ , . that any firm or other association of 

•dividual members of individuals Carrying on any business, 
certain firms, associa- other than a Hindu undivided family or 

'tions and companies. . , , i e- 

a company, is under the control of one 
member thereof, and that such firm or association has been 
"formed or is being used for the purpose of evading or 
'reducing the liability to tax of any member thereof, he 
may, with the previous approval of the Assistant Com- 
'missioner, pass an order that the sum payable as income- 
"tax 'by the firm or association shall not be determined, 
n,nd thereupon the share of each member in the profits and 
gains of the firm or association shall be included in his 
■total income for the purpose of his assessment thereon. 

Ex’planaiion. — A. member of a firm or association who 
owns the whole or the major portion of the capital of the 
firm or association shall not by reason only of that fact be 
■•deemed to control the firm or association. 

{2) Where the Income-tax Officer is satisfied that a 
company is under the control of not more than five of its 
members and that its profits and gains are allowed to 
accumulate beyond its reasonable needs, existing and 
contingent, having regard to the maintenance and develop- 
ment of its business, without being distributed to the 

^Inserted by the Indian Income-tax (Amendment) Act, 1950 (XXI qf 1930). 


\ 
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members, or that a reasonable part of its profits and‘ gains,, 
having regard to the said needs, has not been distributed' 
to its members in such manner as to render the amount 
distributed liable to be included in their total income, and’ 
that such accumulation or failure to distribute is for the 
purpose of preventing the imposition of tax upon any of 
the members in respect of their shares in the profits and' 
gains so accumulated or not distributed, the Income-tax 
Officer may, with the previous approval of the Assistant 
Commissioner, pass an order that the sum payable as; 
income-tax by the company shall not be determined, and' 
thereupon the proportionate share of each member in the* 
profits and gains of the company, whether such profits and'; 
gains have been distributed to the members or not, shall 
be included in the total income of such member for the pur- 
pose of his assessment thereon : 

Provided that this sub-section shall not apply to any 
company which is a subsidiary company or in which the* 
public are substantially interested. 

Eccplanation . — For the purpose of this sub-section, — 

{a) a company shall be deemed to be a subsidiary, 
company if, by reason of the beneficial owner- 
ship of shares therein, the control of the- 
company is in the hands of a company not 
being a company to which the provisions of 
this sub-section apply or of two or more- 
companies none of which is a company to- 
which those provisions apply; 

(6) a compau}' shall be deemed to be a company in 
which the public are substantially interested' 
if shares of the company (not being shares 
entitled to a fixed rate of dividend, whether 
with or without a further right to partici- 
pate in profits) carrjdng not less than- 
twenty -five per cent, of the voting power- 
have been allotted unconditionally to, or 
acquired unconditionally by, and are at the- 
end of the previous year beneficially held 
by, the public (not including a company to- 
which the provisions of this sub-section* 
apply) and if any such shares have in the- 
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course of such previous 3’‘ear been the subject 
of dealings any stock exchange in British 
India or are in fact freely transferable by the 
holders to other members of the public; 

(c) unless the contraiy is proved, a company shall be 
deemed to be under the control of an}’- persons 
where the majorit}^ of the voting power or 
shares is in the hands of those persons or of 
relatives or nominees oh those persons; 

{d) “nominee” means a person who ma^^ be required 
to exercise his voting power on the directions 
of, or holds shares directly or indirectly on 
behalf of, another person. 

(•S) The Assistant Comissioner shall not give his ap- 
proval to any order proposed to be passed by the Income- 
tax Officer under this section, until he has given the firm, 
association or company concerned an opportunity of being 
heard. 

(4) (i) Where any member of a firm or association of p. 115 ^^ 
individuals makes default in the paj’^ment of tax on his 

share of profits and gains which has been included in his 
total income under the provisions of sub-section (1), such 
tax may be recovered from the firm or association, as the 
case mav be. 

(ii) Where the proportionate share of anj'' member of a 
company in the imdistributed profits and gains of the com- 
pany has been included in his total income under the 
provisions of sub-section {£), the tax pa^mble in respect, 
thereof shall be recoverable from the company and ma^^ be 
recovered from such member, if there are not sufficient 
funds in the hands of the company to pay the tax, or if the 
winding up of the compan}^ has commenced. ‘ 

(iii) Where tax is recoverable from a company, firm or 
other association under this sub-section, a notice of 
demand shall be served upon it in the prescribed form 
showing the sum so payable, and such company, firm or 
association shall be deemed to be the assessee in respect of 
such sum, for the purposes of Chapter VI. 

(5) Where tax has been paid in respect of any undistri^ 
buted profits and gains of a company under this section^. 
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and such profits and gains are subsequently distributed in 
any year, the proportionate share therein of any member 
of the company shall be excluded in computing his total 
income of that year. 

IP. 49, 94. 24. (1) mere any assessee sustains a loss of profits or 

^ • gains in any year under any of the 

computing ° aggregate heads mentioned in section 6, he shall 
income. entitled to have the amount of th^ 

loss set-off against his income, profits or gains under any 
other head in that year. 

{2) Where the assessee is a registered firm, and the 
loss sustained cannot wholly be set-off under sub-section 
(1), any member of such firm ^or any 'person who being a 
minor has been admitted to the benefits of partnership 
in such firm shall be entitled to have set-off against any 
income, profits or gains of the year in which the loss was 
sustained in respect of which the tax is payable by him 
such amount of the loss not already set-off as is propor- 
tionate to his share in the firm to his share of the 
benefits of partnership, as the case may be. 

-2*. 92. '"24A. {1) When it appears to the Income-tax Officer 

. , . that any person ma.y leave British 

Assessment in case tt -t 

of departure from India dui’ing the cui’i’ent financial year, 
British India. qp shortly after its expiry, and that he 

has no present intention of returning, the Income-tax 
Officer may proceed to assess him on his total income for 
the period from the expiry of the last previous year for 
which he has been assessed to the probable date of his 
dejoarture from British India. For each completed 
previous year included in this period an assessment shall 
be made on the total income of such person at the rate at 
which it would have been charged had such income been 
fully assessed, and for the period from the expiry of the 
last of such previous years to the probable date of depar- 
ture, the Income-tax Officer shall estimate the total 
income of such person and a.ssess it at the rate in force for 
the financial year in which such assessment is made: 

Provided that nothing herein contained shall 
authorise an Income-tax Officer to assess any income, 


f Income-tax (Second Amendment) Act, 1933 (XYIII 
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profits or gains whicli have escaped assessment or have 
been assessed at too low a rate in respect of which he is 
debarred from issuing a notice under section 34. 

{£) For the purpose of making an assessment under 
sub-section (2), the Income-tax Officer ma}'' serve a notice 
upon such person requiring him to furnish, within such 
time not being less than seven days as may be specified in 
the notice, a return in the same form and verified in the 
same manner as a return under sub-section {£) of section 
22, setting forth (along with such other particulars as 
may be provided for in the notice) his total income for 
-each of the completed previous years comprised in the 
period first referred to in sub-section (2) and his estimat- 
ed total income for the period from the expiry of the last 
such completed previous year to the probable date of his 
departure; and the provisions of this Act shall so far as 
may be, apply as if the notice were a notice issued under 
sub-section {£) of section 22. 


*24B. (2) Where a person dies, his executor, adminis- E 
Tax of cipceased ti’atoi’ 01 ' otliei' legal representative 

representative. shall be liable to pay out of the estate 

of the deceased person to the extent to which the estate is 
capable of meeting the charge the tax assessed as pajmble 
by such person, or any tax which would have been payable 
by him under this Act if he had not died. 

{£) "Vvffiere a person dies before he is served with a 
notice under sub-section {£) of section 22 or section 34, as 
the case may be, the Income-tax Officer may serve on his 
executor, administrator or other legal representative a 
notice under sub-section {£) of section 22 or under section 
34, as the case may be, and may proceed to assess the 
total income of the deceased person as if such executor, 
administrator or other legal representative were the 
assessee. 


{ 3 ) '\\rbere a person dies, without having furnished a 
return which he has been required to furnish under the 
provisions of sub-section (£) of section 22, or having 
furnished a return which the Income-tax Officer has 
reason to believe to be incorrect or incomplete, the 


^Inserted by the Indian Income-tax (Second .Amendment) Act, 1933 (XVIII 
of 1933). 


. 93 . 
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Income-tax Officer, may make an assessment of the total 
income of such person and determine the tax payable by 
him on the basis of such assessment, and for this purpose- 
may require from the executor, administrator or other 
legal representative of the deceased person any accounts, 
documents or other evidence which he might under the- 
provisions of sections 22 and 23 have required from the- 
deceased jDerson. 

P. 14,96. 26. (1) Where any business, jDrofession or vocation/ ore 

. , . which income-tax loas not at any time 

Assessment m case ^ , 7,7 • • j , 7 

of discontinued Charged under the 'provisions of the 
business. Indian Income-tax Act, 1918 is discon- 

tinued in any year, an assessment may be made in that 
year on the basis of the income, profits or gains of the 
period between the end of the previous year and the date 
of such discontinuance in addition to the assessment, if 
any, made on the basis of the income, profits or gains of 
the previous 3 mar. 

P. 96. { 2 ) Any person discontinuing any such business, pro- 

fession or vocation shall give to the Income-tax Officer 
notice of such discontinuance within fifteen days thereof, 
and, where any person fails to give the notice required by 
this sub-section, the Income-tax Officer may direct that a 
sum shall be recovered from him b}’’ wa}’’ of penalty not 
exceeding the amount of tax subsequently assessed on him 
in respect of any income, j^rofits or gains of the business, 
profession or vocation up to the date of its discontinu- 
ance. 

P. 14, 96. Where aity business, profession or vocation * 

on which tax was at any time charged under the 
provisions of the Indian Income-tax Act, 1918, is dis- 
continued no tax shall he payable in respect of the income, 
profits and gains of the period between the end of the 
previous 3 mar and the date of such discontinuance, and 
the assessee ma 3 ’- further claim that the income, profits 
and gains of the previous year shall be deemed to haAm 
been the income, profits and gains of the said period. 
Where an 3 !" such claim is made, an assessment shall be 
made on the basis of the income, profits and gains of the 

^Amended by the Indian Income-tax (Amendment) Act, 1924 (XI of 1924). 

2 Kepealed by the Indian Income-tax (Amendment) Act, 1924 (XI of 1£S4). 
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said period, and if an amount of tax has already been 
paid in respect of the income, profits and gains of the 
previous year exceeding the amount payable on the basis 
■of such assessment, a refund shall be given of the 
'difference. 

(4) Where an assessment is to be made under sub-sec- 
tion (I) or sub-section (5), the Income-tax Officer may 
•serve on the person whose income, profits and gains are 
to be assessed, or, in the case of a firm, on any person who 
was a member of such firm at the time of its discontinu- 
ance, or, in the case of a company, on the principal officer 
thereof, a notice containing all or any of the requirements 
ivhich may be included in a notice under sub-section {£) or 
:section 22, and the provisions of this Act shall, so far as 
may be, apply accordingly as if the notice were a notice 
issued under that sub-section. 

*25-A. (1) W^here, at the time of making an assessment p. 70, 
, , under section 23, it is claimed by or on 

Assesement- after t i ir. p i p tt- ip •! 

•partition of a Hindu befiait 01 any member oi a Hindu family 
■^undivided family. hithertof asscssed as undivided that a 
partition has taken place among the members of such 
family, the Income-tax Officer shall make such inquiry 
thereinto as he may think fit, and if he is satisfied that a 
-reparation of the members of the family has taken place • 

-and that the joint family property has been partitioned 
-among the various members or groups of members in 
•definite portions! he shall record an order to that effect: 

Provided that no such order shall be recorded until 
notices of the inquiry have been served on all the members 
of the family. 

{£) Where such an order has been passed, the Income- 
tax Officer shall make an assessment of the total income 
received by or on behalf of the joint familj'- as such, as if 
no separation or partition had taken place, and each 
member or group of members shall in addition to any 
income-tax for which he or it may be separately liable 
and notwithstanding anything contained in sub-section 
{1) of section 14, be liable for a share of the tax on the 

*Inserted by the Indian Income-tax (Amendment) Act, 1928 (III of 1928). 

tinserted by the Indian Income-tax (Second Amendment) Act, 1930 (XXII of 
1930). 
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P. 97. 


P, 98. 


P. 10. 


income so assessed according to the portion of the joint 
family property allotted to him or it; 

and the Income-tax Ofi&cer shall make assessments 
accordingly on the various members and groups of mem- 
bers in accordance with the provisions of section 23; 

Provided that all the separated 'members and groups 
of members shall be liable jointly and severally for the tax 
assessed on the total income received by or on behalf of 
the joint familj'’ as such. 

'"{ 3 ) "^^Hiere such an order has not been passed in 
respect of a Hindu family hitherto assessed as undivided, 
such family shall be deemed, for the purposes of this Act, 
to continue to be a Hindu undivided family. 


t26. ( 1 ) Where, at the time of making an assessment 
change in constitu- uudei' section 23, it is found that a 
tion of a firm. cliange has occurred in the constitution 

of a firm or that a firm has been newly constituted, the 
assessments on the firm and on the members thereof shall, 
subject to the provisions of this Act, be made as if the 
firm had been constituted throughout the previous year 
as it is constituted at the time of making the assessment, 
and as if each member had received a share of the profits 
of that year proportionate to his interest in the firm at 
the time of making the assessment. 


(£) Where at the time of making an assessment under 
Change of owner- section 23, it is fouiid that the person 
ship of business. Carrying on any business, profession or 

vocation has been succeeded in such capacity by another 
person, the assessment shall be made on such person 
succeeding, as if he had been carrying on the business, 
profession or vocation throughout the previous year, and 
as if he had received the whole of the profits for that year. 


j:26-A. (2) Application may be made to the Income-tax 
Procedure in regis- Officer on behalf of any firm, constituted 

Iration of firms, , 

under an instrument of partnership 
specifying the individual shares of the p artners, for regis- 

of 1930)!^^^'^ Indian Income-las (Second Amendment) Act, 1930 (XXII 

Act! (nf of°l'928)®. Income-tax (Amendment) 

inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 1930). 
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tration for the purposes of this Act and of any other enact- 
ment for the time being in force relating to income-tax or 
super-tax. ■ 

{ 2 ) The application shall be made by such person or P. 87. 
persons, and at such times and shall contain such parti- 
culars and shall be in such form, and be verified in such“ 
manner, as maj’" be prescribed; and it shall be dealt with K. 2 fe. 
by the Income-tax Officer in such manner as may be 
prescribed. 

27. Where an assessee or, in the case of a company, the P. 86 . 
principal officer thereof, within one 
ces^^en^whra °ca^e moiith f I’om the seiwice of a notice of 
is shown. demand issued as hereinafter provided, 

satisfies the Income-tax Officer that he was prevented by 
sufficient cause from making the return required by section 

22 , or that he did not receive the notice issued under sub- 
section (4) of section 22, or sub-section (;g) of section 23, 
or that he had not a reasonable ojjportunity to comply, or 
was prevented by sufficient cause from complying, with the 
terms of the last-mentioned notices, the Income-tax Officer 
shall cancel the assessment and proceed to make a fresh 
assessment in accordance with the provisions of section 

23. 

*28. ( 2 ) If the Income-tax Officer, the Assistant Com- P. 865 87c- 
„ , ^ , missioner or the Commissioner, in the 

Penalty for conceal- p , . i i • 

ment of income or im- course of any proceedings under this 
Iroats satisfied that an assessee has 

concealed the particulars of his income 
or has deliberately furnished inaccurate particulars of 
such income, and has thereby returned it below its real 
amount, he may direct that the assessee shall, in addition 
to the income-tax payable by him, pay by way of penalty 
a sum not exceeding the amount of the income-tax which 
would have been avoided if the income so returned by the 
assessee had been accepted as the correct income. 

{ 2 ) If the Income-tax Officer, the Assistant Commis- 
sioner or the Commissioner, in the course of any proceed- 
ings under this Act, is satisfied that the profits of a 
registered firm have been distributed otherwise than in 

‘Substituted for the original section by the Indian Income-tax (Amendment) 

Act, 1930, (XXI of 1930). ' 
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•accordance witli the shares of the partners as shown in the 
instrument of partnership registered under this Act 
'governing such distribution, and that any partner has 
thereby returned his income below its real amount, he 
jnay direct that such partner shall, in addition to the 
income-tax payable by him, pay by way of penalty a sum 
not exceeding the amount of income-tax which has been 
avoided, or would have been avoided if the income returned 
‘by such partner had been accepted as his correct income: 
and no refund or other adjustment shall be claimable by 
•any other partner by reason of such direction. 

( 3 ) No order shall be made under sub-section (7) or 
sub-section (3), unless the assessee or partner, as the case 
may be, has been heard, or has been given a reasonable 
‘OiDDortunity of being heard. 

{ 4 ) No isrosecution for an oh'ence against this Act shall 
be instituted in respect of the same facts on which a 
penalty has been imposed under this section. 

'{5) An Assistant Commissioner or a Commissioner, 
who has made an order under sub-section (7) or sub-sec- 
tion { 2 ), shall forthwith send a copy of the same to the 
Income-tax Officer. 


29. When the Income-tax Officer has determined a sum 
„ , to be parable bv an assessee under 

Notice 6i demand. , • i ** ^ ^ \ 

section 23. or when an order has been 
passed under sub-section ( 2 ) of section 25 or section 28 
for the pajmient of a penalty, the Income-tax Officer shall 
serve on the assessee a notice of demand in the prescribed 
form specifjdng the sum so j^ayable. 


30. (7) Any assessee objecting to the amount or rate at 
Appeal against as- "^^ich he is asscsscd Under section 23 or 
sessment under {his sectioii 27, ov denying liis liability to be 

assessed under this Act, or objecting to 
a refusal of an Income-tax Officer register a firm- under 
■section 26 A or to make a fresh assessment under section 27, 
or to any order against him under sub-section ( 2 ) of section 
'25 tor section 25~A or section 28, made by an Income-tax 


^Inserted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII 
» of 1933). 

••Mnserted ' by tbe (Indian Income-tax (Amendment; Act, 1930 (XXI of 1930). 
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Officer, may appeal to the Assistant Commissioner against 
the assessment or against such refusal or order : 

Provided that no appeal shall lie in respect of an 
assessment made under sub-section (4) of section 23, or 
under that sub-section read with section 27. 

{ 2 ) The a<ppeal shall ordinarily be presented within 
thirty days of receipt of the notice of demand relating to 
the asessment or penalty objected to, ^or of the intimation 
of the refusal to register a firm under section 26- A , or of 
the date of the refusal to make a fresh assessment under 
section 27, as the case may be; but the Assistant Commis- 
-sioner may admit an appeal after the expiration of the 
period if he is satisfied that the appellant had sufficient 
cause for not presenting it within that period. P. 101. 

{ 3 ) The appeal shall be in the prescribed form and shall 
he verified in the prescribed manner. 

31. (l) The Assistant Commissioner shall fix a dayP. 103, 
and place for the hearing of the appeal, 103, 

Hearing of appea . adjoum the 

hearing. 

{ 2 ) The Assistant Commissioner may, before disposing 
of any ’appeal, make such further inquiry as he thinks fit, 

'Or cause further inquiry to be made by the Income-tax 
Officer. 

(5) In disposing of an appeal the Assistant Commis- 
sioner may, in the case of an order of assessment, — 

(a) confirm, reduce, enhance or annul the assessment, 
or 

(&) set aside the assessment and direct the Income-tax 
Officer to make a fresh assessment after making 
such further inquiry as the Income-tax Officer 
thinks fit or the Assistant ..Commissioner 
may direct, and the Income-tax Officer 
shall thereupon proceed to make such fresh 
assessment. 

tor, in the case of an order refusing ^to register a firm 
under section 26 A t, or to make a fresh assessment under 
section 27, 


^Inserted by the Indian Income-tax (Second Amendment) Act, 1933 (XYIII 
of 1933), ' 

f lo^^ian Income-tax (Second Amendment) Act, 1930 (XXII 
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(c) confirm such order, or cancel it and direct the 

Income-tax Officer *'to register the firm or to- 
make a fresh assessment*, as the case may he; 

or. in the cases of an order under sub-section [2) of section 
2 or section 28, — 

[d) confirm, cancel or vary such order : 

Provided that the Assistant Commissioner shall not 
enhance an assessment unless the appellant has had a 
reasonable opportunity of showing cause against such 
enhancement. 


32. {1) Any assessee objecting to an order passed by 

an Assistant Commissioner under sec- 
AsSTnt tion 28 or to an order enhancing his 
Commissioner. asscssmcnt Under sub-section (5) of sec- 

tion 31, may appeal to the Commissioner within thirty 
Pa^ on which he was served with notice of' 

reference B. 24 ” aqainaf 

(5) In disposing of the appeal the Commissionox ^ 
after giving the appellant an opportunity of being heard, 
pass such orders thereon as he thinks fit. 

33. [i) The Commissioner may of his own motion call 

^ ^ . for the record of any proceeding under 

01 V or o review. which has been taken by any 

authority subordinate to him or by himself when exercising 
the power of an Assistant Commissioner under sub-section 
(4) of section 5. 

{2) On receipt of the record the Commissioner may 
make such enquiry or cause such inquiry to be made and, 
subject to the provisions of this Act, may pass such orders 
thereon as he thinks fit : 

Provided that he shall not pass any order prejudicial 
to an assessee without hearing him or giving him a reason- 
able opportunity of being heard. 


^Inserted bv the Indian Income-tax (Second Amendment) Act, 1923 (XVIII 
of 1935). 

tSubstituted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII 
of 1953). 
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*33-A. (2) Any person aggrieved by an order of an 
Reference to Board Income-tax Officer Under sub-section 
of Referees. ^2) or sub-section { 2 ) of section 23-A 

may, within thirty days of the date on which he was 
served with notice of such order lo-i— - 


office of ■ c, 9 A ” 

PaSfe 35- ^j^argiu reference “ B- 2 - • 

section 33 A K^) ^ _^^uer. 


I 




{ 3 ) me Commissioner shall refer such appeal, with ap, 104-A. 
statement of his own opinion thereon, to a Board of 
Referees for decision; and the Board of Referees shall de- 
cide the appeal after hearing the appellant and any person 
deputed by the Commissioner : 

Provided that, before making a reference to a Board 
of Referees, the Commissioner may, and at the request of 
the appellant shall, in exercise of his powers of revision 
under section 33, decide the matters in dispute, and there- 
upon the assessee may withdraw his appeal or proceed- 
with it. 


( 4 ) The decision of the Board of Referees shall be for- 
warded to the Commissioner who shall transmit it to the 
Income-tax Officer who passed the original order, and 
shall also send copies to each Income-tax Officer who has 
made any assessment consequent upon such order : 
and where a decision reverses or modifies the order of the 
Income-tax Officer, fresh assessments shall be made in 
accordance therewith, or such consequential adjustments 
as may be required shall be made in any assessment already 
made. 


(5) The decision of a Board of Referees shall not be p, 104 , 
subject to appeal to any Income-tax authority, and shall 

not be revised by the Commissioner in exercise of his 
powers under section 33. 

( 6 ) A Board of Referees shall consist of not less than 
three and not more than five persons, of whom not less than 
one-half shall be non-officials having business experience, 
and one shall be a judicial officer not inferior in rank to 
a Subordinate Judge or a Judge of a Small Cause Court 
who has held judicial office for a period of not less than 
ten years. 


■^Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 1930). 
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(7) Subject to the provisions of sub-section (6), the 
Central Board of Revenue may make rules regulating the 
formation, composition and procedure of Boards of 
Referees. . ' 

34. If for any reason income, profits or gains charge- 

able to income-tax has escaped assess- 
asSs^nt. ment in any year or has been assessed at 

too low a rate, the Income-tax Officer 
may, at any time within one year of the end of that year, 
serve on the person liable to pay tax on such income, profits 
or gains, or, in the case of a company, on the principal 
officer thereof, a notice containing all or any of the re- 
quirements which may be included in a notice under sub- 
section {£) of section 22 and may proceed to assess or re- 
assess such income, profits or gains, and the provisions of 
this Act shall, so far as may be, apply accordingly as if 
the notice were a notice issued under that sub-section : 

Provided that the tax shall be charged at the rate at 
which it would have been charged had the income, profits 
or gains not escaped assessment or full assessment, as the 
case may be. 

35. *{l) The Commissioner or Assistant Commissioner 
RectificaMoi if tn^- may, at any time within one year from 

the date of any order passed by him in 
appeal or, in the case of the Commissioner, in revision 
under section 33 and the Income-tax Officer may, at any 
time within one year from the date of any demand made 
upon an assessee, on his own motion rectify any mistake 
apparent from the record of the ^appeal, revision or 
assessment, as the case may he, and shall within the like 
period rectify any such mistake which has been brought 
to his notice by 'Hhe assessee : 

Provided that no such rectification shall be made, 
having the effect of enhancing an assessment unless the 
'^Commissioner, the Assistant Commissioner or the 
Income-taw Officer, as the case may he, has given notice to 
the assessee of his intention so to do and has allowed him 
a reasonable opportunity of being heard. 


"^Amended by the Indian Income-tax (Amendment) Act, 1928 (III of 1928). 





37 


F 1908. 


7 of 

). 


(£) Where any such rectification has the effect of re- 
ducing the assessment, the Income-tax Officer shall make 
any refund which may be due to such assessee. 

(3) Where any such rectification has the effect of en- 
hancing the assessment, the Income-tax Officer shall serve 
on the assessee a notice of demand in the prescribed form 
specifying the sum payable, and such notice of demand 
shall be deemed to be issued under section 29, and the pro- 
visions of this Act shall apply accordingly. 

36. In the determination of the amount of tax or of a 
Tax to be calculated refund payable under this Act, frac- 

to nearest anna. tions of an aniia Icss tlian six pies shall 

be disregarded, and fractions of an anna equal to or 
exceeding six pies shall be regarded as one anna. 

37. The Income-tax Officer, Assistant Commissioner P, 809 
Power to^ /take and Commissioner shall, for the pur- 106. 

evidence on oath, fete, poses of this Chapter, have the same 

powers as are vested in a Court under the Code of Civil 
Procedure, 1908, when trying a suit in respect of the 
following matters, namely : — 

(a) enforcing the attendance of any person and 
examining him on oath or affirmation; 

(&) compelling the production of documents; and 

(c) issuing commissions for the examination of 
witnesses ; 

and any proceeding before an Income-tax Officer, Assis- gg^ 
tant Commissioner or Commissioner under this Chapter 
shall be deemed to be a “judicial proceeding” within the 
meaning of sections 193 and 228 *and for the 'purposes 
of section 196 of the Indian Penal Code. 

38. The Income-tax Officer or Assistant Commissioner 
Power to call for may, for the purposes of this Act, — 

information. 

(1) require any firm, or Hindu undivided family 
to furnish him with a return of the members 
of the firm, or of the manager or adult 
male members of the family, as the case 
may be, and of their addresses;' 

f*^Insp'ted bv the Indian Income-tax (Second Amendment) Act, 1930 (XXII 
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(2) require any person whom he has reason to be- 
lieve to "be a trustee, guardian, or agent, to 
furnish him with ^ a return of the names of 
the persons for or of whom he is trustee, 
guardian, or agent, and of their addresses^ 

*'{3) require any 'person whom he has reason to be- 
lieve to be engacjed in business, to furnish 
him with a return containing particulars of 
the location and style of his principal place 
of business, and of his branch businesses , 
if any, the names and addresses of his 
partners^ in any business, and the extent of 
his oivn share and the shares of all such 
partners in the profits of such business or 
businesses. 

39. The Income-tax Officer or Assistant Commis- 

PoTTcr to ing t PGi’sou autlioi’ised in 

tiie°MgLer of Writing in this behalf by the Income- 

bers of any company, Qfficer 01 ’ Assistaiit Commissioner, 

may inspect and, if necessary, take copies or cause copies 
to be taken, of any register of the members, debenture- 
holders or mortgagees of any company or of any entry in 
such register. 


CHAPTER V. 

Li.A-Bility in Special Cases. 

40. In the case of any guardian, trustee or agent of 
Guardians, trustees auy pei’son being a minor, lunatic or 
and agents. idiot 01’ residing out of British India 

(all of which persons are hereinafter in this section in- 
cluded in the term “beneficiary”) being in receipt on 
behalf of such beneficiary of any income, profits or gains 
chargeable under this Act, the tax shall be levied upon 
and recoverable from such guardian, trustee or agent, as 
the case may be, in like manner and to the same amount 
as it would be leviable upon and recoverable from any 
such beneficiary if of full age, sound mind, or resident 
in British India, and in direct receipt of such income, 
profits or gains, and all the provisions of this Act shall 
apply accordingly. 

by the Indian Income-tax (Second Amendment) Act, 1953 
(XVIII of 1955), 
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41. In the case of income, profits or gains chargeable P.108. 
. . , . under this Act which are received by 


Courts of Wards, etc. 


Courts of Wards, the Adminis- 


trators- General, the Official Trustees or by any receiver 
or manager (including any person whatever his designa- 
tion who in fact manages property on behalf of another) 
appointed by or under any order of a Court, the tax shall 
be levied upon and recoverable from such Court of Wards, 
Administrator-General, -Official Trustee, receiver or 


manager in the like manner and to the same amounts as 
it would be leviable upon and recoverable from any pei’- 
son on whose behalf such income, profits or gains are re- 
ceived, and all the jDrovisions of this Act shall apply ac- 
cordingly. 


42. ( 1 ) In the case of any person residing out of p, 15 ^ 69^ 
, British India, all profits or gains accru- HO, 
ing or arising to such person, whether m, 
■^directly or indirectly, through or from anj’- business con- 
nection or property in British India, shall be deemed to R. 33. 
he income accruing or arising within British India, and 
shall be chargeable to income-tax in the n^me of the agent 
■of any such person, and such agent shall be deemed to be, 
for all the purposes of this Act, the assessee in respect of 
such income-tax : 


Provided that any arrears of tax may be recovered P. 115* 
also in accordance with the provisions of this Act from 
^ny assets of the non-resident person which are, or may 
;at any time come, within British India, 

{ 2 ) Where a person not resident in British India, and p, 
not being a British subject or a firm or company con- 
stituted within His Majesty’s dominions or a branch 
“thereof, carries on business with a person resident in 
British India, and it appears to the Income-tax Officer 
'or the Assistant Commissioner, as the case may be, that 
-owing to the close connection between the resident and 
“the non-resident person and to the substantial control 
•exercised by the non-resident over the resident, the course 
•of business between those persons is so arranged, that 
"the business done by the resident in pursuance of his 
'Connection with the non-resident produces to the resident 
'either no profits or less than the ordinary profits which 
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might be expected to arise in that business, the profits- 
derived therefrom or which may reasonably be deemed to 
have been derived therefrom, shall be chargeable to in- 
come-tax in the name of the resident person who shall be 
deemed to be, for all the purposes of this Act, the assessee 
in respect of such income-tax. 

{ 3 ) Where any profits or gains have accrued or arisen 
to any person directly or indirectly from the sale in 
British India by him or by any agency or branch on his 
behalf of any merchandise exported to British India by 
him or any agency or branch on his behalf from any place 
outside British India, the profits or gains shall be deemed 
to have accrued and arisen and to have been received in 
British India, and no allowance shall be made under sub- 
section { 2 ) of section 10 in respect of any buying or other 
commission whatsoever not actually paid, or of any other 
amounts not actually spent, for the purpose of earning 
such profits or gains. 


43, Any person employed by or on behalf, of a person 
. , ^ ... residing out of British India, or having 

persons treated as any business connection with such per- 

son, or through whom such person is in 
the receipt of any income, profits or gains upon whom the 
Income-tax Officer has caused a notice to be served of his 
intention of treating him as the agent of the non-resident 
person shall, for all the purposes of this Act, be deemed 
to be such agent : 

Provided that no person shall be deemed to be the* 
agent of a non-resident person, unless he has had an appor- 
tunity of being heard by the Income-tax Officer as to his- 
liability. 


44. Where any business, profession or vocation car- 

Liabiiityin case of ^ been discontinued, 

a discontinued firm or evci’y pcrsou wlio was at the time of 
partnership. such discontinuance a member of such 

firm shall be jointly and severallj'" liable for the amount 
of the tax payable in respect of the income, . profits and 
gains of the firm. 

^Insert-ed by the Indian Income-tax (Amendment) Act, 1928 (III of 1928)* 
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CHAPTER V-A * 

Special provisions relating to certain classes of 

SHIPPING. 

44-A. The provision of this Chapter shall, notwitli- 

Liability to tax of Standing anything contained in the 
occasionalahipping. other pi’ovisions of this Act, apply for 
the purpose of the levy and recovery of tax in the case of 
any person who resides out of British India and carries 
on business in British India in any year as the owner or 
charterer of a ship (such person hereinafter in this- 
Chapter being referred to as the principal), unless the 
Income-tax Officer is satisfied that there is an agent of 
such principal from whom the tax will be recoverable in 
the following year under the other provisions pf this- 
Act. 

44-B. ( 1 ) Beore the departure from any port in 

Return of profits British India of any ship in respect of 
and gains. wliich the provisions of this Chapter 

apply, the master of the ship shall prepare and furnish 
to the Income-tax Ojpficer a return of the full amount paid 
or payable to the principal, or to any person on his behalf, 
on account of the carriage of all passengers, live-stock 
or goods shipped at that port since the last arrival of the 
ship thereat. 

{ 2 ) On receipt of the return, the Income-tax Officer 
shall assess the amount referred to in sub-section ( 1 ), 
and for this purpose may call for such accounts or docu- 
ments as he may require, and one-twentieth of the amount 
so assessed shall be deemed to be the amount of the profits 
and gains accruing to the principal on account of the' 
carriage of the passengers, live-stock and goods shipped 
at the port. 

( 3 ) When the profits and gains have been assessed as 
aforesaid, the Income-tax Officer shall determine the- 
sum payable as tax thereon at the rate for the time being 
applicable to the total income of a company, and su(?h' 
sum shall be payable by the master of the ship, and a port- 
clearance shall not be granted to the ship until the Cus- 
toms-collector, or other officer duly authorised to grant 
the same, is satisfied that the tax has been duly paid. 

*Inserted by the Indian Income-tax (Further Amendment) Act, 1925 (XXVIL 
of 1925), 
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44-0. Nothing in this Chapter shall be deemed to 
prevent a principal from claiming, in 
Adjustment. followiiig that in which any 

payment has been made on his behalf under this Chapter, 
that an assessment be made of his total income in the 
previous year, and that the tax payable on the basis there- 
of be determined in accordance with the other provisions 
of this Act, and, if he so claims, any such payment as 
aforesaid shall be treated as a payment in advance of the 
tax and the difference between the sum so paid, and the 
amount of tax found payable by him shall be paid by him 
or refunded to him, as the case may be. 


CHAPTER VI. 


Recovery of Tax axd Penalties. 


i*. 115. 45. Any amount specified as payable in a notice of 

_ , , , demand "^iinder sub-section (4) of sec- 

Tax when payablo. i 

tion 23-A or under section 29 or an 
order under section 31 or section 32 dr section 33, shall be 
paid within the time, at the place and to the person 
mentioned in the notice or oi’der, or if a time is not so 
mentioned, then on or before the first day of the second 
month following the date of the service of the notice or 
order, and any assessee failing so to pay shall be deemed 
to be in default, provided that, when an assessee has 
presented an appeal under section 30 '^or under section 
33- A, the Income-tax Officer may in his discretion treat 
the assessee as not being in default as long as such appeal 
is undisposed of. 

P. 115. 4:6. (I) When an assessee is in default in making a pay- 

Mode and time of luent of iiicoiue-tax tlic Incouie-tax 
recovery. Officer may in his discretion direct 

that, in addition to the amount of the arrears, a sum not 
'exceeding that amount shall be I’ecovered from the assessee 
hy way of penalty. 

t(l--4) For the purposes of sub-section (2) the In- 
come-tax Officer may direct the recovery of any sum less 
than the amount of the arrears and may enhance the sum. 

“ Inserted by the Indian Income-tax (Amendment) Act, 1950 (XXI of 1930). 
t Inserted by the Indian Income-tax (Amendment) Act, 1928 (III of 1928) 
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■so directed to be recovered from time to time in tlie case 
of a continuing default, so however that the total sum so 
directed to be recovered shall not exceed the amount of 
-the arrears payable. 

{£) The Income-tax Officer may forward to the Collec- P.'llS. 
tor a certificate under his signature specifying the amount 
■of arrears due from an assessee, and the Collector, on 
receipt of such certificate, shall proceed to recover from 
•sucli assessee the amount specified therein as if it were 
an arrear of land revenue. 

"^Provided that without ptejudice to any other powers- 
of the Collector in this behalf, he shall for the purpose of 
recovering the said amount have in respect of the attach- 
ment and sale of debts due to the assessee the powers 
^ of iGOs. ivhich under the Code of Civil Procedure, 1908, a Civil 
Court has in respect of the attachment and sale of debts 
due to a judgment debtor for the purpose of the recovery 
of an amount due under a decree. 

(3) . In any area, with respect to which the Commis- P. 115. 
sioner has directed that any arrears may be recovered by 

any process enforceable for the recovery of an arrear of 
any municipal tax or local rate imposed under any enact- 
ment for the time being in force in any part of the pro- 
' vince, the Income-tax Officer may proceed to recover the 

amount due by sucli process. 

(4) The Commissioner may direct by what authority P • 115. 
^any powers or duties incident under any such enactment 

as aforesaid to the enforcement of any process for the 
recovery of a municipal tax or local rate shall be exercised 
t)r performed when that process is employed under sub- 
section (3). 

(5) If any assessee is in receipt of any income charge- p, 115, 
able under the head '‘Salaries,” the Income-tax Officer 

may require any person paying the same to deduct from 
any payment subsequent to the date of such requisition 
any arrears due from such assessee, and such person 
shall cdmply with any such requisition and shall pay the 
sums so deducted to the credit of the' Government of 
India, or as the Central Board of Revenue directs. 


* Inserted by the Indian Income-tax (Second Amendment) Act, 1933 (XVHI 
of 1933). 
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(6) The Local Government may direct with respect 
to any specified area, that income-tax shall be recovered 
therein, with, and as an addition to, any municipal tax 
or local rate by the same person and in the same manner 
as the municipal tax or local rate is recovered. 

F. 115. (7) Save in accordance with the provisions of sub- 

section (2) of section 42, no proceedings for the recovery 
of any sum payable under this Act shall be commenced' 
after the expiration of one year from the last day of the 
year in which any demand is made under this Act. 

F. 115. ^7. Any sum imposed by way of penalty under the 

^ provisions of sub-section (2) of section 

Eecove.yotpe„alt.«. SUb-SeCtion (l) of 

section 46, shall be recoverable in the manner provided in 
this Chapter for the recovery of arrear of tax. 


CHAPTER VII. 


Refunds. 


F, 11, 82, 48. (2) If a shareholder in a company who has receiv- 

Refunds. any dividend therefrom satisfies the 

Income-tax Officer ^or other authority 
a'p'pointed by the Governor General in Council in this 
behalf that the rate of income-tax applicable to the profits 
or gains of the company at the time of the declaration of 
such dividend is greater than the rate applicable to his 
total income of the year in which such dividend was de- 
clared tor that his total income in such year is below the 
minimum chargeable with income-tax he shall, on produc- 
tion of the certificate received by him under the provisions 
of section 20, be entitled to a refund on the amount of 
such dividend (including the amount of the tax thereon) 
calculated at the difference between those rates tor at 
the rate a'p'plicable to the 'profits and gains of the com- 
pany at the time of the declaration of such dividend, as 
the case may be. 


Inserted by the Indian Income-tax (Second Amenduient) Act, 1950 (XXII 

t Inserted by the Indian Income-tax (Second Amendment) Act. 1933 
(XVIII of 1933). 
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{2) If a member of a registered firm *or any 'person P. 10, 11, 
'Who being a minor has been admitted to the benefits of 71, 94j 
partnership in such f.rm satisfies the Income-tax Officer 116. 
t or other authority appointed by the Governor General 
m Council in this behalf that the rate of income-tax ap- 
plicable to his total income of the previous year was less 
than the rate at which income-tax has been levied on the 
profits or gains of the firm of that year * 0 ?’ that his total 
income of the previous year loas belotv the minimum 
chargeable with income-taco, he shall be entitled to a re- 
fund on his share of those profits or gains calculated at 
the difi'erence between those rates at the rate at which 
income-taw has been levied, as the case may be. 

is) If the owner of a security from the interest on P. 11, 76, 
which, or any person from whose salary, income-tax has 78, 
been deducted in accordance with the provisions of sec- 116. 
tion 18, satisfies the Income-tax Officer tor other 
authority appointed by the Governor General in Council 
in this behalf that the rate, of income-tax applicable to 
his total income of the previous year was less than the 
rate at which income-tax has been charged in making 
such deduction in that ,year *or that his total income of 
the previous year was below the minimum chargeable with 
income-taw, he shall be entitled to a refund on the amount 
of interest or salary from which such deduction has been 
made calculated at the difference between those rates *or 
at the rate at which income tax has been deducted, as the 
case may be. 

- (4) For the purposes of this section, ‘total income’ P. 116. 
includes, in the case of any person not resident in British 
India, all income, profits and gains wherever arising, 
accruing or received, which, if arising, accruing or receiv- 
ed in British India, would be included in the computation 
of total income under section 16. 

; (5) Nothing in this section shall entitle to any re- P. 116. 
fund anj* person not resident in British India who is 
neither a British subject as defined in section 27 of the 

^'Inserted by the Indian Income-tax (Second Amendment) Act, 1933 
(XVIII of 1935). 

+ Inserted by the Indian Income-tax (Second Amendment) Act, 1930 
(XXII of 1930). 

% Inserted by the Indian Income-tax (Amendment) Act, 1928 (III of 1928). 
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British Nationality and Status of Aliens Act, 1914, nor a 
subject of a State in India. , 

*48-A. (1) If in any case not provided for by section 48 
General power to or by the provisions relating to refunds 
P» ll*?. refunds. elsewhere contained in this Act the In- 

come-tax Officer is satisfied, upon claim made in this be- 
half, that tax has been paid by or on behalf of • any 
person with which he was not properly chargeable or 
which was in excess of the amount with which he was 
properly chargeable, the Income-tax Officer shall allow 
a refund to such person of the amount so paid or so 
paid in excess. 

(2) The Assistant Commissioner in the exercise of his 
appellate powers, or the Commissioner in the exercise of 
his appellate powers or powers of revision is satisfied to 
the like effect shall in like manner cause a refund to be 
made by the Income-tax Officer of any amount found to 
have been wrongly paid or paid in excess. 

(5) Nothing in this section shall operate to validate 
any objection or appeal which is otherwise invalid or to 
authorise the revision of any assessment or other matter 
which has become final and conclusive, or the review by 
any officer of a decision of his own which is subject to 
appeal or revision, or where any relief is specifically pro- 
vided elsewhere in this Act, to entitle any person to any 
relief other or greater than that relief. 

49. (1) If any person who has paid Indian income- 

P.120, Reiiefin respect of taxforanv year on any ppt of his 
121, United Kingdom in- iucomc pi’oves to the Satisfaction of the 

123. como-tnx. Iiicome-tax Officer that he has paid 

United Kingdom income-tax for that year in respect of 
the same part of his income, and that the rate at which 
he was entitled to, and has obtained, relief under the 
provision of section 27 of the Finance Act, 1920, is less 
than the Indian rate of tax charged in respect of that 
part of his income, he shall be entitled to a refund of a 
sum calculated on that part of his income at a rate equal 
to the difference between the Indian rate of tax tor the 

* Inserted by the Indian Income-ta.x (Second Amendment) A.ct, 1953 
(XVIII of 1933). 

tlnserted byt the Indian Income-tax (Amendment) Act, 1934 (XXIX of 1934). 


4 & 6 Goo> 
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a'p'profricbte rate of United Kingdom income-tax, ivhicTi- 
ever is less, and the rate at which he was entitled to, and 
obtained, relief under that section : 

(2) In sub-section (1 ) — 

(a) the expression "Indian income-tax” means^ 
income-tax and super-tax charged in ac- 
cordance with the provisions of this Act; 

(&) the expression "Indian rate of tax” means the' 
amount of the Indian income-tax divided by 
the income on which it was charged; 

(c) the expression "United Kingdom income-tax” 
means income-tax and super-tax chargeable' 
in accordance with the provisions of the In- 
come-tax Acts. 


t(c?) the expression ‘appropriate rate of United 
Kingdom income-tax’ has the meaning assign- 
ed to that expression in section 27 of the* 
Finance Act, 1920, as amended by the- 
Finance Act, 1927. 


*49-A. Where under any of the provisions of this Act, 

Pow r to s t off ^ refund is found to be due to any^ 
amou^r ^ remnds pei’son, the lucomc-tax Officer, Assist- 
tax remaining Commissioner or Commissioner, 

as the case may be, may, in lieu of' 
payment of the refund, set off the amount to be refunded, 
or any part of that amount against the tax, if any, re- 
maining payable by the person to whom the refund is due 

'*49-B. Where through death, incapacity bankruptcy 
liquidation or other cause, a person 
who would but for such cause have 
been entitled to a refund under any P. 118. 
of the provisions of this Act, or to 
make a claim under section 48 or 48- A or 49, is unable to 
receive such refund or to make such claim, his executoj*. 
administrator or other legal representative, or the trustee 
or receiver, as the case may be, shall be entitled to receive 
such refund or to make such claim for the benefit of such 
person or his estate. 


Powor of representa- 
tive of deceased 
person or person 
disabled to make 
claim on his behalf- 


,_^^"serted by the Indian Income-ta.\ {Second' Amendment) Act, 1935 
(AVlli of 1933). 

•tlnserted by the Indian Income-tax (Amendment) Act. 1934 (XXIX of 1934). 
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P. 126. 


P. 127. 


2- xi-4 


50. claim „to any refund of income-tax under this 
Limitation of claims Chapter shall be allowed, unless it is 
for refund. made witliiu one year from the last day 

of the year in which the tax was recovered '^or hefore the 
last day of the financial year commencing after the exfiry 
of the ^"'previoiis year” , as defined in clause {11) of sec- 
tion 2 in which the income arose on which the tax was 
recovered, ivhichever 'period may expire later : Provided 
that a claim to refund under section 49 may he admitted 
after the period of limitation herein prescribed, ivhem 
the applicant satisfies the Commissioner, or an Assistant 
Commissioner of Income-tax specially empowered in this 
behalf by the Central Board of Revenue, that he had 
sufficient cause for not mahing the claim ivithin such 
period. 

f50-A. (1) Any person objecting to a refusal of an 
Appeal against Iiicome-tax Officer to allow a claim to 
refusal of refund. ^ refund uudcr scctiou 48 or 48-A or 
49 or to the amount of the refund made in any such case, 
may appeal to the Assistant Commissioner. 

(2) The appeal shall be presented within thirty days 
of the date on which the refusal of the refund or the 
amount of the refund allowed was communicated to the 
appellant. 

(3) The appeal shall be made in the jDrescribed form 
and shall be verified in the prescribed manner. 

(4) The Assistant Commissioner may, after giving 
the appellant an opportunity of being heard, pass such 

Page 48- 






Against section 60-A (3) insert the margin reference “ R. 21-A.” 


Lfr'i5’LiNCj£fci Awu arjiiNAJUTiisb. i 

P. 76, 90. 51. If a person fails without reasonable cause or 

I^ailure to raako eXCUSG 

payments or deliver 
returns or statements 
or allow inspection, 

{a) to deduct and pay any tax as required by sec- 
tion 18 or under sub-section (5) of section 
46; 


‘ Inserted bv the Indian Income-tax (Second Amendment) Act, IQSO (XXII 
of 1930). 

t Inserted by the Indian Income-tax (Second Amendment) Act, 1933 
(XVIII of 1935'). 
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(&) to furnish a certificate required by snb-sec- . 

tion {g) of section 18 or by section 20 to be 
furnished ; 

(c) to furnish in due time any of the_ returns P. 83, 84, 
mentioned in section 19- A, section 20- A ^ 85, 86, 

section 21, section 22, or section 38; 88. 

{d) to produce, or cause to be produced, on or be- 
fore the date mentioned in any notice under 
sub-section (4) of section 22, such accounts 
and documents as are referred to in the 
notice ; 

{e) to grant inspection or allow copies to be taken 
in accordance with provisions of section 
39, 

he shall, on conviction before a Magistrate, be punishable 
with fine which may extend to ten rupees for every day 
during which the default continues. 

52. If a person makes a statement in a verification P. 87, 

' False statement in mentioned in 1 scction 19- A or ^section 101 . 

declaration. 20- A OT section 22, XoT suh-scction {2) 

of section 26- A, or sub-section (5) of section 30 or sub- 
section {2) of section 32 lor sub-section (2) of section 33- A 
^^or sub-section (3) of section 50-A which is false, and 
which he either knows or believes to be false, or does not 
believe to ])e true, he shall be deemed to have committed 
XLVof I 860 the offence described in section 177 of the Indian Penal 
Code. 


53. {!) A person shall not be proceeded against for p 
. ^ an offence under section 51 or section 

instanco°“of"As°isrant 52 cxccpt at the instance of the Assis- 
Commissioner. tant Commissioner. 


{2) The Assistant Commissioner may stay any such 
proceeding or compound any such offence. 

+ Inserted by the Indian Income-tax (Amendment) Act, 1926 i'XXIV 
of 1926). ^ ^ \ 

^Inserted bv the Indian Income^ax (Second Amendment) Act. 1933 
(XVIII of 1933). ^ 

i Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 1930). 

E 
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p, 54. (i) All particulars contained in any statement 

129. . . ^ made, return furnished or accounts or > 

a°^puw[c documcnts produccd under the pro- 
sorvant. visions of this Act, or in any evidence 

given, or affidavit or deposition made, in the course of any 
proceedings under this Act other than proceedings under 
this Chapter, or in any record of any assessment proceed- 
ing, or any proceeding, relating to the recovery of a de- 
mand, prepared for the purjDoses of this Act, shall be 
treated as confidential, and, notwithstanding anything 
contained in the Indian Evidence Act, 1872, no Court ^ 
shall, save as provided in this Act, be entitled to require 
any public servant to produce before it any such return, 
accounts, documents or record or any part of any such 
record, or to give evidence before it in respect thereof. 

(2) If a public servant discloses any particulars con- 
tained in any such statement, return, accounts, docu- 
ments, evidence, affidavit, deposition or record, he shall 
be punishable with imprisonment which may extend to 
six months, and shall also be liable to fine : 

Provided that nothing in this section shall apply to 
the disclosure — 

(a) of any such particulars for the purposes of a pro - xlv of 

secution under . the Indian Penal Code 
in respect of any such statement, return, 
accounts, documents, evidence, affidavit or 
deposition, or for the purposes of a prose- 
cution under this Act, or 

(b) of any such particulars to any person acting in 

the execution of this Act where it is neces- 
sary to disclose the same to him for the 
purposes of this Act, or 

(r) of any such particulars occasioned by the law- 
ful employment under this Act of any 
process for the service of any notice or the 
recovery of any demand, or 

t|cc) of any such 'particulars occasioned by the 
lawful exercise by a public servant of his 

*^Amended by the Indian Income-tax (Second Amendment) Act, 1930 {XXII of 

t Inserted by the Indian Income-tax CSecond Amendment) Act, 1933 
(XVIII of 1935). 
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{d) 


10 & 11 Ggo. 
5 c. 18. 


'powers under the Indian Stamp Act 1899 ^ 
to impound an insufficientl'y stamped docu- 
ment, or 

of such facts to an authorised officer of the 
United Kingdom, as may be necessary tq 
enable relief to be given under section 27 
of the Finance Act, 1920, or a refund to be 
given under section 49 of this Act : 


^Provided, further, that nothing in this section shall 
apply to the production by a public servant before a Court 
of any document, declaration or affidavit filed, or the 
record of any statement or deposition made in a proceed- 
ing under section 26 A, or to the gijing of evidence by a 
public servant in respect thereof. 


Provided, further, that no prosecution shall be insti- 
tuted under this section except with the previous sanc- 
tion of the Commissioner. 


CHAPTER TX. 


Super-tax. 


55. In addition to the income-tax charged for any g ;j[Q 
, year, there shall be charged, levied and 1112* 

Charge of eupor-tax. ° . n . ... 


paid for that year in respect of the total 130. 
income of the previous year of any individual, Hindu 
undivided family, company, unregistered firm or other 
association of individuals, not being a registered firm, 
tan additional duty of income-tax (in this Act referred 
to as super-tax) at the rate or rates laid down for that 
year by Act of the Indian Legislature. 


Provided that, where the profits and gains of an un- p 
registered firm have been assessed to super-tax, super-tax 
shall not be payable by an individual having a share in 
the firm in respect of the amount of such profits and gains 
which is proportionate to his share. 


* 71 , 


* Inserted 
of 1930). 

J*,^ended by the Indian Income-tax (Amendment) Act, 1924 (XI of 1924), 


by the Indian Income-tax (Amendment) Act, 1930 (XXI 

^ me-tax (Amendments Act. 1924 (XI of 19! 

h!Notb. — S ee note to Section 3. 
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P.11, 56. Subject to the provisions of this ^ Chapter, the 

130. income for total income of any Hndimdual, Hindu 

purposes of super-tax. undivided family, com'pany, unregis- 
tered firm or other association of individuals, shall, for 
the purposes of super-tax be the total income as assessed 
for the purposes of income-tax, and where an assessment 
of total income has become final and conclusive for the 
purposes of income-tax for any year, the assessment 
shall also be final and conclusive for the 

purposes of super-tax for the same ^''ear. 

P. 131 any IT person residing out of 

Non-resident part- British India who is a member of a 
ners and shareholders, registered firm, and whosc share of the 
profits from such firm is liable to super-tax, the remaining’ 
members of such firm who are resident in British India 
shall be jointly and severally liable to pay the super-tax 
due from the non-resident member in respect of such 
share. 

{2) Where any person pays any tax under the provi- 
sions of this section on account of 't another 'person who is 
residing out of British India, credit shall be given there- 
for in determining the amount of the tax to be payable by 
_ any agent of such non-resident ^person under the provi- 
sions of sections 42 and 43. 


P. 116, 
130. 


68. (2) All the provisions of this Act \relating to the 
Application of Act to charge, assessment, collection and re- 
super-tax. covcry of income-taoo except those con- 

tained in section 3, the proviso to sub-section (1) of sec- 
tion 7, the \second and third provisos to section 8, sub- 
section {2) of section 14, and sections 15, 17, 19, 20, 21, 
48, \58-F and sud-sections (2) and {3) of • section 58-G 
shall apply, so far as may be, to the charge, assessment, 
collection and recovery of supe];-tax. 

s ^ ^ ^ ^ 


^Amended by the Indian Income-tax (Amendment) Act, 1924 (XI of 1924). 

^ Inserted by the Indian Income-tax (Amendment) Act, 1925 (V of 1925) and 
repealed by the Indian Income-tax (Amendment) Act, 1928 (III of 1928). 
liAmended by the Indian Income-tax (Amendment) Act, 1926 (XXIY of 1926). 
t Inserted by the Indian Income-tax (Amendment) Act, 1926 (XXIV 
of 1926). 

t Inserted by the Indian Income-tax (Second Amendment) Act, 1955 
;XVIII of 1933). 

§ Repealed by the Indian Income-tax (Second Amendment) Act, 1933 
XVIII of 1933), 
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{2) Save as provided in \sub-sections {S-A), {SB), 

{3C),^^ and {3D) of section 18, section 57 land section 
58-H, super-tax shall be payable by the assessee direct. 


=^CHAPTEE IX-A. 

Special Provisions relating to certain classes of 

Provident Funds. 

58- A. In this Chapter, unless there is anything repug- P. 24. 

Definitions. uaut in the subject or context, — 

{a) a “recognised provident fund” means a provi- 
dent fund which has been and continues to 
be recognised by the Commissioner, in ac- 
cordance with the provisions of this 
Chapter ; ' 

(&) an “employer” means — 

(^) a Hindu undivided family, company, firm 
^ or other association of individuals or 
persons, or 

{ii) an individual engaged in a business, pro- 
fession or vocation whereof the profits 
and gains are assessable to income-tax 
under section 10 or section 11, maintain- 
ing a provident fund for the benefit of 
his or its employees; 

(c) an “employee” means an employee participat- 
ing in a provident fund, but does not in- 
clude a personal or domestic servant; 

{d) a “contribution” means any sum credited by 
or on behalf of any employee out of his 
salary, or by an employer out of his own 
monies, to the individual account of an 
employee, but does not include any sum 
credited as interest; 


t Inserted by tbe Indian Income-tax (Second Amendment) Act, 1933 (XVIIl 
of 1933). > 

^Inserted by the Indian Income-tax (F'rovident Funds Relief) Act, 1929 
(XII of 1929). ^ . 

§ R.epealed by the Indian Income-tax (Second Amendment) Act, 1933 
(XVIII of 1933), i ; 
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P. 25. 


(e) the “balance to the credit” of an employee 
means the total amount to the credit of his 
individual account in a provident fund at 
any time; 

(/) the “annual accretion” to the balance to the 
credit of an employee means the increase 
to such balance in any year, arising from 
contributions and interest; 

(g) the “accumulated balance due” to an employee 
means the balance to his credit, or such 
portion thereof as may be claimable by him 
under the regulations of the fund, on the 
day he ceases to be an employee of the 
employer maintaining the fund; and 

(7i) the “regulations of a fund” means the special 
body of regulations governing the constitu- 
tion and administration of a particular 
provident fund. 

58-B. (i) The Commissioner of Income-tax may 

The according and ^ccord recognition to py provident 
\rithdrawaiof recogni- fund which, in his Opinion, satisfies 

the conditions prescribed in section 
58-C and the rules made thereunder, and may, at any 
time, withdrav? such recognition if, in his opinion, the 
provident fund contravenes any of those conditions. 

(£) The Governor General in Council may, at his 
discretion, direct the Commissioner of Income-tax to 
refuse to accord recognition to any provident fund, or 
may, at any time, withdraw recognition from any recog- 
nised provident fund. 

(5) An order according recognition shall take effect 
on such date as the Commissioner may fix in accordance 
with any rules the Central Board of Revenue may make 
in this behalf, such date not being later than the last day 
of the financial year in which the order is made, 

(4) An order withdrawing recognition shall take effect 
from the day on which it is made. 

(5) An employer objecting to an order of the Commis- 
sioner refusing to recognise a provident fund may appeal, 
within sixty days of such order, to the Central Board of 
Revenue. 
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The appeal shall be in the form and shall be verified 
in the manner prescribed by the Central Board of 
Revenue. 


58-C. (1) In order that a provident fund may receive P. 26, 27. 
Conditions to be ^nd retain recognition, it shall satisfy 
satisfied by a recog- the Conditions set out below and any 
nised provident fund other Conditions which the Governor 

General in Council may, by rule, prescribe — 


{a) All employees shall be employed in India, or 
shall be emplo3'’ed by an employer whose 
principal place of business is in British 
India. 


(&) The contributions of an employee in any year 
shall be a definite proportion of his salary 
for that year, and shall be deducted by the 
employer from the employee’s salary in that 
proportion, at each periodical payment of 
such salary in that }’'ear, and credited to 
the employee’s individual account in the 
fund. 


(c) Subject to the provisions of section 58-D, the 
contributions of an employer to the indivi- 
dual account of an emploj^ee in any j'^ear 
shall not exceed the amount of the contri- 
butions of the employee in that year, and 
shall be credited to the employee’s indivi- 
dual account at intervals not exceeding 
one year. 

{d) The fund shall consist of contributions as 
above specified, of accumulations thereof, 
and of interest (simple and compound), 
credited in respect of such contributions 
and accumulations, and of securities pur- 
chased therewith and of no other sums. 

{e) The fund shall be vested in two or more 
trustees* or in the Official Trustee, under 

* Inserted by the Indian Income-tax (Amendment) Act, 1931 (IV pf 1931). 
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a trust which shall not be revocable save 
with the consent of all the beneficiaries. 

(/) The emplo5’'er shall not be entitled to recover 
any sum whatsoever from the fund, save in 
cases where the employee is dismissed for 
misconduct or voluntarily leaves his employ- 
ment. otherwise than on account of ill- 
health or other unavoidable cause before 
the expiration of the term of service speci- 
fied in this behalf in the regulations of the 
fund. 

In sucii cases the recoveries made by the employer 
shall be limited to the contributions made 
by him to the individual account of the 
employee, and to interest (simple and com- 
pound) credited in respect of such contri- 
butions and accumulations thereof, in ac- 
cordance with the regulations of the 
fund. 

(g) The accumulated balance due to an employee 

shall be payable on the day he ceases to be 
an employee of the employer maintaining 
the fund. 

(h) Save as provided in clause (g), or in accord- 

ance with such conditions and restrictions 
as the Governor General in Council may, by 
rules, prescribe, no portion of the balance 
to the credit of an employee shall be j)ayable 
to him. 

{£) Where there is a repugnance between any regula- 
tion of a recognised provident fund and any provision 
of this Chapter or of the rules made thereunder, the 
regulation shall, to the extent of the repugnance, be of 
no efiect. 

The Commissioner may, at any time, require that 
such repugnance shall be removed from the regulations 
of the fund. 
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58-D. Subject to any rules wliich the Governor P. 26. 

General in Council may make in this 
strSfi^nsoVemp?Jre?a behalf, the Commissioner may, in res- 
contribufions in cer- pect of any particular fund, relax the 

tain cases. ^ .. t,. / \ n i 

provisions of condition {c) of sub-sec- 
tion (1) of section 58-C— 

(a) so as to permit the payment of larger contri- 
butions by an employer to the individual 
accounts of employees whose salary does 
not exceed five hundred rupees per mensem. 


and 

(&) so as to permit the crediting by employers to the 
individual accounts of employees of 
periodical bonuses or other contributions 
of a contingent nature, where the calcula- 
tion and payment of such bonuses or other 
' contributions is provided for on definite prin- 
ciples by the regulations of the fund. 

58-E. The annual accretion in any year to the balance 

Annual cccretfon ^lic Credit of au employee participat- 
deomed to bo incomo iug in a Tecoguised provident fund 
recon-od. shall be deemed to have been received 

by him in that j^ear and shall be included in his total in- 
come for that year, and, subject to the exemptions 
specified in section 58-F, shall be liable to income-tax and 
super-tax. 

Provided that, for the purpose of sub-section (3) of 
section 15, out of such annual accretion only the em- 
ployee’s own contributions shall be included in his total 
income. 


58-F. (1) An employee shall not be liable to pay.in-p, n 23 
Exemption of comc-tax on Contributions to his indivi- 28,* 29. 

pnuai accretion from dual account in a recoffiiised TDrovidenb 

incomo-tax. i? t * n . i ^ . o 

fund, in so far as the aggregate (,f 
such contributions in any year does not exceed one-sixth 
of his salary in that year. 

(£) In the accounts of a recognised provident fund, 
the contributions exempted from income-tax under sub- 
section (1) and accumulations thereof shall be shown 
separately, and interest thereon shall be calculated and 
shown separately. Such interest shall be exempt from 
payment of income-tax, in so far as it is allowed at a 
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P. 23. 


rate not exceeding such rate as the Governor General in 
Council may, by notification in the Gazette of India, fix 
in this behalf. 

58-Gr. * (1) Where the accumulated balance due to an 
employee participating in a recognised 
Exemption of accu- provideut fund becomes payable, such 
incomo-teand'supe™ accumulated balance shall be exempt 

from pajunent of super-tax except to 
the extent of an amount equal to the aggregate of the 
amounts of super-tax on annual accretions that would 
have been payable under section 58-E up to the first day 
of April, 1933, if the Indian Income-tax (Second Amend- 
ment) Act, 1933, had come into force on the 15th March. 
1930. 


xvm of 

1933. 


(2) Where an employee participating in a recognised 
provident fund has rendered continuous service with his 
employer for a period of not less than five years, and the 
accuraulated balance due to him becomes payable, such 
accumulated balance shall be exempt from pajunent of in- 
come-taxt and shall be excluded from the computation of 
his total income : 

Provided that the Commissioner of Income-tax may 
allow such exemption and exclusion where the employee 
has rendered continuous service with the employer for a 
period of less than five years, if, in his opinion, the service 
has been terminated by reason of the employee’s, ill- 
health, or by the conti’action or discontinuance of the em- 
ployer’s business, or other cause beyond the control of the 
employee. 

(5) Where exemption from payment of income-tax is 
not allowed under the provisions of siih-section (S), the In- 
come-tax Officer shall calculate the total of the various 
sums of income-tax from the payment of which the contri- 
butions and interest credited to the employee’s individual 
account have been exempted under the provisions of sub- 
sections (1) and (S) of section 58-F, and such total shall 
be payable by the employee, in addition to any other in- 
come-tax for which he may be liable for the year in which 
the accumulated balance due to him becomes payable. 

* Inserted hy the Indian Income-ta.x (Second Amendment) Act, 1953 
(XVIII of 1935). ' 

tThe words “and supper-tax” repealed by the Indian Income-tax 
(Second Amendment) Act, 1933 (XVIII of 1933) 



59 


58-H. The trustees of a recognised provident fund, or 
Deduction at source Other pei’son authoi’ised by the regula- 
of income-tax payable tions of the fund to make payment of 

balances due. accumulated balances due to employees, 

shall, at the time an accumulated balance due to an 
employee is paid, deduct therefrom any income-tax pay- 
ble under sub-section ( 3 ) of section 58-G. and any in- 
come-tax and super -tax payable on an employee’s total 
income as determined under, sub-section ( 3 ) of section 
58-J, and sub-sections { 4 ) to ( 9 ) of section 18 shall apply 
as if the sum to be deducted were income-tax payable 
under the head “Salaries”. 

58-1. (2) The accounts of a recognised provident fund p gQ 
Accounts, of recog- sliall be maintained by the trustees of 
nisedprovidentfunds. fuud and shall be in such form and 
for such periods, and shall contain such particulars as the 
Central Board of Revenue may prescribe, 

( 2 ) The accounts shall be open to inspection at all 
reasonable times by Income-tax authorities, and the 
trustees shall furnish to the Income-tax Officer such 
abstracts thereof as the Central Board of Revenue may 
prescribe. 

58-J. (2) Where recognition is accorded to a provident P. 30 

. Treatment of baian- with existing balances, an account 

ces in newly recog- shall be made of the fund up to the day 
nisedprovidentfunds. the day ou whicli the recognition 

takes effect, showing the balance to the credit of each em- 
ployee on such day, and containing such further parti- 
culars as the Central Board of Revenue may prescribe. 

{£) The account shall also show in respect of the 
balance to the credit of each employee the amount thereof 
which is to be transferred to that employee’s account in 
the recognised provident fund, and such amount (herein- 
after called his transferred balance) shall be shown as the 
balance to his credit in the recognised provident fund on 
the date on which the recognition of the fund takes effect, 
and sub-sections ( 3 ) and ( 4 ) shall apply thereto. 

Any portion of the balance to the credit of an 
employee in the existing fund which is not transferred 
to the recognised fund shall be excluded from the accounts 
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of the recognised fund and shall be liable to^ income-tax 
and super-tax in accordance with the provisions of this 
Act other than this Chapter. 

(5) Subject td such rules as the Central Board of 
Revenue may make in this behalf, the Income-tax Officer 
shall make a calculation of the aggregate of all sums com- 
prised in a transferred balance which would have been 
liable to income-tax if this Chapter had been in force 
from the date of the institution of the fund, without re- 
gard to any tax which may have been paid on any such 
sum, and such aggregate (if any) shall be deemed to be 
income received by the employee in the year in which the 
recognition of the fund takes effect, and shall be included 
in the employee's total income for that year; and, for the 
purposes of assessment, the remainder of the transferred 
balance shall be disregarded, but no other exemption or 
relief, by way of refund or otherwise, shall be granted in 
respect of any sum comprised in such transferred balance ; 

Provided that, in cases of serious accounting diffi- 
culty, the Commissioner shall have power subject to the 
said rules, to make a summary calculation of such aggre- 
gate. 

(4) Notwithstanding anything contained in condition 
(k) of sub-section (1) of section 58-C, an employee, in order 
to enable him to pay the amount of tax assessed on his 
total income as determined under sub-section (5), shall be’ 
entitled to withdraw from the balance to his credit in the 
recognised provident fund a sum not exceeding the differ- 
ence between such amount and the amount to which he 
would have been assessed if the transferred balance had 
not been included in his total income. 

(5) Nothing in this section shall affect the rights of 
the persons administering an unrecognised provident 
fund or dealing with it, or with the balance to the credit 
of any individual employee, before recognition is accord- 
ed, in any manner which may be lawful. 

P. 31. (/) Where an employer who maintains a provi- 

Treatment of fund dent fund (whether recognised or not) 
trans -erred employ- for the benefit of his employees and has 

not transierred the fund or any portion 
of it, transfers such fund or portion to trustees in trust 
for the employees participating in the fund, the amount 
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so transferred shall be deemed to be of the nature of 
capital expenditure. 

{2) When an employee participating in such fund is 
paid the accumulated balance due to him therefrom, any 
portion of such balance as represents his share in the 
amount so transferred to the trustee (without addition of 
interest, and exclusive of the employee’s contributions 
and interest thereon) shall be deemed to be an expenditure 
by the employer within the meaning of clause (io^ of sub- 
section. {2) of section 10, incurred in the year in which the 
accumulated balance due to the employee is paid. 

58-L. {1) All rules made under this Chapter shall be 
Provisions relating subject to the provisions of sub-sections 
to rules. (4) and (5) of section 59. 

{2) In addition to any power conferred by this 
Chapter, the Governor General in Council may make 
rules — 

(a) prescribing ' the statements and other in- 
formation to be submitted with an applica- 
tion for recognition; 

(5) limiting the contributions to a recognised pro- 
vident fund by employees of a company who 
are shareholders in the company; 

(c) providing for the assessment by way of penalty 
of any consideration received by an employee 
for an assignment of, or creation of a charge 
upon, his beneficial interest in a recognised 
provident fund; 

id) determining the extent to and the manner in 
which exemption from payment of income- 
tax and super-tax may be granted in respect 
of contributions and interest credited to the 
individual accounts of employees in a provi- 
dent fund from which recognition has been 
withdrawn; and 

(e) generally, to carry out the purposes of this 
Chapter and to secure such further control 
over the recognition of provident funds and 
the administration of recognised provident 
funds as he may deem requisite. 





58-M. This Chapter shall not apply to any provident 
AppUcation of this fund to which the Provident Funds Act, xixof 1925, 
Chapter. 1925, applies. 


CHAPTER X. 


Miscellaneous. 


P. 133. 59. (i) The Central Board of Revenue may, subject to 

tlie control of the Governor General in 
Poworu,„«to„i=,. fo,. carrying out 

the purposes of this Act and for the ascertainment and 
determination of any class of income. Such rules may be 
made for the whole of British India or for such part 
thereof as may be specified. 

{2) Without prejudice to the generality of the fore- 
going power, such rules may — 


R. S3~24. 
P. 141. 

R. 25-32, 
35. 

R. 33-35. 
R. 36-40. 


(a) prescribe the manner in which, and the proce- 
dure by which, the income, profits and gains 
shall be arrived at in the case of — 

(i) incomes derived in part from agriculture 
and in part from business; 

(m) insurance companies ;<• 

(Hi) persons residing out of British India; 

(5) prescribe the procedure to be followed on appli- 
cations for refunds; 

(c) provide for such arrangements with His 
Majesty’s Government as may be necessary 
to enable the appropriate relief to be 
granted under section 27 of the Finance 
Act, 1920. or under section 49 of this Act; 

{d) prescribe the year which, for the purpose of 
relief under section 49, is to be taken as cor- 
responding to the year of assessment for the 
purposes of section 27 of the Finance Act, lo & ii Goo. 
1920; and . v. ch. i3. 

(e) provide for any matter which by this Act is to 
be prescribed. 
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*{3) In cases coming under clause (a) of sub-section 
(£), where the income, profits and gains liable to tax can- 
not be definitely ascertained, or can be ascertained only 
with an amount of trouble and expense to the assessee 
which, in the opinion of the Central Board of Revenue, 
is unreasonable, the rules made under that sub-sec- 
tion may — 

(а) prescribe methods by which an estimate of such 

income, profits and gains may be made, and 

(б) in cases coming under sub-clause (i) of clause 

{a) of sub-section (S), prescribe the propor- 
tion of the income which shall be deemed to 
be income, profits and gains liable to tax, 
and an assessment based on such estimate or proportion 
shall be deemed to be duly made in accordance with the 
provisions of this Act. 

(4) The power to make rules conferred by this section 
shall, except on the first occasion of the exercise thereof, 
be subject to the condition of previous publication. 

(5) Rules made under this section shall be published 
in the Gazette of India, and shall thereupon have efiect 
as if enacted in this Act. 


60. (1) The Governor General in Council may, by noti- p 
Power to mB-ko fication in the G*azette of India, make 
exemptions, etc. an exemption, reduction in rate or 
other modification, in respect of income-tax in favour of 
any class of income, or in regard to the whole or any part 
of the income of any class of persons. 

'\{2) Where, by reason of any portion of an assessee’s 
salary being paid in arrears or in advance \or by reason of 
Ms having received in any one financial year salary for 
more than twelve months, his income is assessed at a rate 
higher than that at which it "would otherwise have been 
assessed; the Governor General in Council may grant 
such relief as he may think fit. 


* Inserted by the IndTan Income-tax (Amendment) Act, 1927 (XXVIII 
of 1927). ’ ' 

tlnserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 1930). 

tlnserted by the Indian Income-tax (Second Amendment) Act 1933 (XVIII 
of 1933). ’ 


64 : 


P. 90. 


P. 137. 


P. 138. 


P. 35, 83. 


61. Any assessee, who is entitled or required to attend 
Appearance by befoi'e any income-tax authority in 

authorised ropresonta- connection with any proceedings, under 

this Act, may attend either in person or by any person 
authorised by him in writing in this behalf. 

62. A receipt shall be given for any money paid or 
Receipts to be given- I’ecovcred uudei’ this Act. 


63. (i) A notice or requisition under this Act may be 
served on the person therein-named 

Service of notices. • , i i , • i? • i. 

.either by post or, as ii it were a 
summons issued by a Court, under the Code of Civil Pro-vofioos. 
cedure, 1908. 


{2) Any such notice or requisition may, in the case of 
a firm or a Hindu undivided family, be addressed to any 
member of the firm or to the manager, or any adult male 
member of the family *and, in the case of any other asso- 
ciation of individuals he addressed to the 'principal officer 
thereof. 

64, {!) Where an assessee carries on business at any 
^ , place, he shall be assessed by the In- 

Pi aco of assessment . d 2.1 • • -l 

come-tax Oflicer 01 the area in which 
that place is situate or, where the business is carried on 
in more places than one, by the Income-tax Officer of the 
area in which his principal place of business is situate. 

(2) In all other cases an assessee shall be assessed by 
the Income-tax Officer of the area in which he resides. 

(5) Where any question arises under this section as to 
the place of assessment, such question shall be determined 
by the Commissioner, or, where the question is between 
places in more provinces than one, by the Commissioners 
concerned, or, if they are not in agreement, by the Central 
Board of Revenue : 

Provided that, before any such question is determined 
the assessee shall have had an opportunity of representing 
his views. 


(4) Notwithstanding an^dhing contained in this sec- 
tion, every Income-tax Officer shall have all the powers con- 
ferred by or under this Act on an Income-tax Officer in res- 
pect of any income, profits or gains accruing, or arising 
or received within the area for which he is appointed. 


♦Amended by the Indian Income-tax (Amendment) Act, 1924 (XI of 1924). 
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65. Every person deducting retaining or paying any 
tax in pursuance of this Act in- respect 
Indemnity. incouie belonging to another person 

is hereby indemnified for the deduction, retention or pay- 
ment thereof. 


66. (1) If, in the course of any assessment under this 
statement of oa« Act Or any proceeding in connection 

by Commissioner to tllCrGWitn OtllGr 8^ prOCGGCilTlJ^ 

High Court. under Chapter VIII, a question of law 

arises, the Commissioner may, either on his own motion 
or on reference from any Income-tax authority sub- 
ordinate to him, draw up a statement of the case and 
refer it with his own opinion thereon to the High 
Court. 

(2) * W ithin sixty clays of the date on which he is served 
with notice of an order under section 31 or section' 32 tor 
of an order under section 33 enhancing an assessment or 
otherwise prejudicial to him X or of a decision by a Board 
of Referees under section 33- A , the assessee in respect of 
whom the order :j;or decision was passed may, by applica- 
tion accompanied by a fee of one hundred rupees or such 
lesser sum as may be prescribed, require the Co mm issioner 
to refer to the High Court any question of law arising 
out of such order i or decision, and the Commissioner 
shall, within ^sixty days of the receipt of such applica- 
tion, draw up a statement of the case and refer it with 
his own opinion thereon to the High Court : 

\ Provided that a reference shall lie from an order 
under section 33 only on a question of law arising out of 
that order itself, and not on a question of law arising out 
of a previous order under section 31 or section 32, revised, 
by the order under section 33 : 

Provided further that if in exercise of his power of 
revision § under section 33, the Commissioner decides 
the question '\or if the Commissioner rejects the appli- 
cation on the ground that it is time barred or otherwise 


Amended by the Indian Income-tax (Second Amendment) Act, 1930 (XXlI 
of 1930). 

t Inserted by the Indian Income-tax (Second Amendment) Act, 1935 
(XYIII of 1933), 

J Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI 
of 1930). 

§ Amended by the Indian Income-tax (Amendment) Act, 1928 (III 

of 1928). / . V 


V 
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incom'petent, or if, in exercise of his 'powers under sub- 
section {3), the Commissioner refuses to state the case, 
the assessee may ^within thirty days from the date on 
which he receives notice of the order passed by the Com- 
missioner withdraw his application, and if he does so, the 
fee paid shall be refunded. 

(5) If on any application being made under sub-sec- 
tion (jg), the Commissioner refuses to state the case on the 
ground that no question of law arises, the assessee may 
apply \within six months from the date on which he. is 
served with notice of the refusal to the High Court, and 
the High Court, if it is not satisfied of the correctness of 
the Commissioner’s decision, may require the Commis- 
sioner to state the case and to refer it, and, on receipt of 
■any such requisition, the Commissioner shall state and 
refer the case accordingly. 

t(5^) If, on any application being made under sub- 
section [2), the Commissioner rejects it on the ground that 
it is time barred, the assessee may,^ within two months 
from the date on which he is served with notice of the 
order of the Commissioner, apply to the High Court, and 
the High Court, if it is not satisfied of the correctness of 
the Commissioner’s decision, may require the Commis- 
sioner to treat the application as made within the time 
ullowed under sub-section {2). 

(4:)’ If the High Court is not satisfied that the state- 
ments in a case referred under this section are sufficient to 
enable it to determine the question raised thereby, the 
‘Court may refer the case back to the Commissioner bj’' 
whom it was stated to make such additions thereto or 
alterations therein as the Court may direct in that 
behalf. 

(5) The High Court upon the hearing of any such 
case shall decide the questions of law raised thereby, and 
shall deliver its judgment thereon containing the grounds 
on which such decision is founded, and shall send to the 
Commissioner by whom the case was stated a copy of such 
judgment under the seal of the Court and the signature 

t Inserted by the Indian Income-tax (Second Amendment) Act, 1933 (XVIII 
of 1933). 

I! Amended by the Indian Income-tax (Amendment) Act, 1924 (XI 
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'of the registrar, and the Commissioner shall dispose of 
the case accordingly, or, if the case arose on a reference 
from any Income-tax authority subordinate to him, shall 
forward a copy of such judgment to such authority who 
•shall dispose of the case conformably to such judgment. 

(6) Where a reference is made to the High Court on 
the application of an assessee, the costs shall be in the dis- 
cretion of the Court, 

(7) Notwithstanding that a reference has been made 1 x 5 ^ 
under this section to the High Court, income-tax shall be 
payable in accordance with the assessment made in the 

case : 

Provided that, if the amount of an assessment is re- 
duced as a result of such reference, the amount overpaid 
.shall be refunded with such interest as the Commissioner 
:may allow. 

*(7d) Section 5 of the Indian Limitation Act, 1908, isos. 
•shall a'p'ply to an a'p'plication to the High Court hy an 
-assessee under suit-section (3) or subsection {^A). 


t(<5) For the purposes of this section “the High Court” 
means — 

(a) in relation to the North-West Frontier Pro- 
vince and British Baluchistan, the High 
Court of Judicature at Lahore; 

•.(5) in relation to the province of Ajmer-Merwara, 
the High. Court of Judicature at Allahabad; 
and 

(c) in relation to the province of Coorg, the High 
Court of Judicature at Madras. 

t 66 -A. (1) When any case has been referred to the P. 139 , 
Reference to be High Court Under sectiou 66, it shall 140 . 
by Benches of be heard by a Bench of not less than two 

.•appeal to lietncert^J Judges of the High Court, and in res- 
.cases to Privy Council, pect of sucli casc the ppovisions of sec- 
tion 98 of the Code of Civil Procedure, 1908 shall, v of i908. 


* Inserted by the Indian Income-tax 
(XYIII of 1933). 

t Inserted -by -the Indian Income-tax 
<of 1926). "• 


(Second Amendment) Act, 1933 
(Amendment) Act, 1926 (XXIV 

F £ 
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so far as may l^e, apply notwithstanding anything con- 
tained in the Letters Patent of any High Court estab- 
lished by Letters Patent or in any other law for the time- 
being in force. 

(S) An appeal shall lie to His Majesty in Council’ 
from any judgment of the High Court delivered on a 
reference made under section 66 in any case which the- 
High Court certifies to be a fit one for appeal to His- 
Majesty in Council. 

V of 1908 . ( 5 ) The provisions of the Code of Civil Procedure, 

1908, relating to appeals to His Majesty in Council shall, 
^so far as may be, apply in the case of appeals under this- 
section in like manner as they apply in the case of appeals-- 
from decrees of a High Court : 

Provided that nothing in this sub-section shall be* 
deemed to affect the provisions of sub-section (5) or sub- 
section (7) of section 66 : 

Provided, further, that the High Court may, on peti- 
tion made for the execution of the order of His Majesty 
in Council in respect of any costs awarded thereby, 
transmit the order for execution to any Court subordinate* 
to the High Court. 

(4) Where the judgment of the High Court is varied’ 
or reversed in appeal under this section, effect shall be given- 
to the order of His Majesty in Council in the Manner pro- 
vided in sub-sections (5) and (7) of section 66 in the case- 
of a judgment of the High Court. 

(5) Nothing in this section shall be deemed — 

(a) to bar the full and unqualified exercise of His- 
Majesty’s pleasure in receiving or rejecting* 
appeals to His Majesty in Council, or other- 
wise howsoever, or 

V (6) to interfere with any rules made by the Judicial' 

Committee of the Privy Council, and for the* 
time being in force, for the presentation of 
appeals to His Majesty in Council, or their 
conduct before the said Ju5.icial Committee. 

. 67. No suit shall be brought in any Civil Court to set. 

Bar of suits in Civil aside or modify any assessment made- 
under this Act, and no prosecution, suit 
or other proceeding shall lie against any Government- 



'Officer for anything in good faith done or intended to be 

j — — -1 — i-i-' * • 

Pagt 69 — 

In lOtli, 12th, 14th, 20th, 35th, 38th and 45th lines from the top for 
* 1936 ’ substitute ‘ 1936 ’ and in 33rd and 47th lines for ‘ 1936 ’ substitute 

( ■ ■ * 1937 ’ and in the 18th and 23rd lines for the word ‘ sixth ’ substitute ‘ twelfth 

(Correction List No. 2.) 

I “““ In lUtn, i4tn ana xurn unes num unt? uup, jv, 

’ -substitute ‘ 1936 ’ and in the 18th and 23rd hnes for the word 
‘ foTurth ’ substitute ‘ sixth 

At the end insert the following : 

(5) For the purpose of any assessment to be made for the year 
■ -ending 31st March, '1936, the rate of income-tax applicable to such 
part of the total income of any person as is derived from salaries or 
from interest on securities paid in the year ending 31st March, 1935, 
shall be the previous year’s rate, and for the purposes of refunds 
under sub-section (J) or sub-section (3) of section 48 in respect of 
•dividends declared in the year ending 31st March, 1936, or of pay- 
ments made in the said year of salaries or of interest on securities, 
the rate applicable to the total income of the person claiming refund 
shall be the previous year’s rate. 

Explanation . — ^In this sub-section the term ‘ ‘previous year’s 
rate ” with reference to any person means the rate of income-tax 
which would have been apphcable to his total income if he had been 
assessed for the year enffing 31st March, 1936, on a total income 
■equal to that on which he is assessable for the year ending 31st 
March, 1936. 

{ 2 ) The rates of super-lax tor me year 

the 1st day of April, 193C” shall for the purposes of sec- 

XI of 1922 . tion 55 of the Indian Income-tax Act, 1922, be those 
-specified in Part II of the Second Schedule, increased in 
each case by one-fourth of the amount of the rate. 

[ 3 ) Tor the purposes of the Second Schedule “total 
income” means total income as determined for the pur- 
poses of income-tax or super-tax, as the case may be, in 
accordance with the provisions of the Indian Income-tax 

XI of 1922. Act, 1922. 

(4) For the purpose of assessing and cojlecting income- 
tax on total incomes of less than two thousand rupees 

XI of 1922. Indian Income-tax Act, 1922, shall be deemed to be 
r subject to the adaptions set out in Part III of the Second 

Sch^lule. — - — — ^ ’ 

o? 

* Inserted by the Indian Income-tax (Second Amendment) Act, 1930 
^(SXII of' 1930). 

‘t^Repealed «by .the Ilej)ealm^ Act, 1927 (XII of 1927), 
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SCHEDULE n. 
[See section 5.] 

: Part T. _ . , 

I>age 70— 

For A (1) and A (2) substitute the following 


(1) Wi\cn tho total incoiuo is Bs. 1,000 or upwards, 

but is less than Rs. 1,500 Ono and one third 

pies in tho rupee* 

(2) When tho total incoino is Rs. 1,500 or upwards 

butisicss than Rs. 2,000 Two and two third 

pies in the mpo . 

rupoo. 

/n\ 4.%^ T>-> O nfiA 


Page 70— 

Delete the entries A (I) nnd A (2) nnd renumber entries (3), (4), (6), (6), 
(7), (8), (9) and (10) ns (1), (2), (3), (4), (6), (G), (7) and (8). 

(Correction List Ko, 20 

(0) When tno ioi<xi 

but is less than Rs* 15,000. . . T O'no anna^ m tno* 

rupoo. 


(0) When tho total income is Rs. 15,000 or upwards, 
but is less than Rs. 20,000. * . , . 


(7) When tho total incomo is Rs. 20,000 or upwards, 
but is less than Rs. 30,000 


(8) When tho total incomo is Rs. 30,000 or xipwards, 
but is less than Rs. 40,000 ..... 


(9) Whoa tho total inoomo is Rs. 40,000 or upwards, 
but is less than Rs 1,00,000 .... 


(lO) When tho total incomo is Rs. 1,00,000 or upwards 


Ono anna nnd^ 
four pics in tho 
rupoo, 

Ono anna ^ and* 
seven pics in tho 
rupee. 

One anna and' 
eleven pies in 
tho rupoo* 

Two annas ond» 
ono pio in tho 
rupoo. 

Two annas and* 
two pics in tho- 
rupee, 


B, In tho caso of every company and registered/ firm, 
whatovor its total inoomo . . 


Ttvo annas ' and» 
ivro picB in the 
rupee. 


Part IL 

I?,aies of Super -tax. 

in respect of tho excess over thirty thousand rupees of totalHnoomo — 

(1) in tho caso of ovory company — Rate*. 

(а) in respect of tho first twenty thousand rupees of 

such excess . Nth 

(б) for every rupoo of tho remainder of such excess . Ono anna in. tho- 

rupee*. 
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(2) (a) in the case of every Hindu undivided family — 

(i) in respect of the first forty-five thousand rupees of 
such excess 


Rate. 

Nil. 


(ii) for every rupee of the next twenty-five thousand 

rupees of such excess ... . . . . One anna and 

three pies in the* 
rupee. 

(h) in the case of every individual, um’egistered firm 
and other association of individuals not being a 
registered firm or^a company — 

(t) for every rupee of the first twenty thousand 

rupees of such excess ..... Nine pies in the- 

rupee. 

(it) for every rupee of the next fifty thousand 

rupees of such excess ..... One anna and 

three pies in. 
the mppe. 

(c) in the case of every individual, Hindu undivided 
family, unregistered firm and other association of 
individuals not being a registered firm or a company — 

(i) for every rupee of the next fifty thousand 

rupees of such excess ..... One anna and 

nine pies in the 
rupee. 

(w) for every rupee of the next fifty thousand 

rupees of such excess ..... Two annas and 

three pies in the 
rupee. 

(m) for every rupee of the next fifty thousand 

rupees of such excess ..... Two annas and 

nine pies iil 
the rupee. 

(fi?) for every rupee of the next fifty thousand 

rupees of such excess ..... Three annas and 

three pies in the 
rupee. 

(v) for every rupee of the next fifty thousand 

rupees of such excess ..... Three annas and 
, nine pies in the- 

rupee. 

for every rupee of the next fifty thousand 
rupees of such excess ..... Four annas and 

three pies in the 
rupee. 

(vii) for every rupee of the next fifty thousand Four annas and 
rupees of such excess ..... nine pies in the 

rupee. 

(viii) for every rupee of the next fifty thousand 

rupees of such excess ..... Five annas and 

three pies in the- 
rupee. 

(ix) for every rupee of the next fifty thousand 

rupees of Such excess ..... Five annas and 

nine pies in the 
rupee. 

(a;) for ev'^ry rupee of the remainder of such excess Six annas and 

tliree pies in the- 
rupee. 
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Part III. 

Adaptations of the Indian Income-tax Act, 1922, to pro- 
vide for the summary assessments of income-tax on 

total incomes of less than Rs. 2,000. 

1 . Tlie Income-tax Officer may, save where he has 
served a notice under sub-section { 2 ) of section 22 of the 
Indian Income-tax Act, 1922, make a summary assessment 
•of the income of an assesses to the best of his judgment, 
and shall serve on the assesses a notice of demand in a 
form to be prescribed by the Central Board of Revenue; 
and such notice shall be deemed to be a notice of demand 
under section 29 of that Act. 

2 . Any assesses in respect of wliom such summary 

assessment has been made may, within thirty days of 

receipt of the notice of demand, make an application 

• -P/M, fi-ifi pmiPY^Ilntion or revision 

Pag a 72 — 

DehU the whole page. 

(Corroction List No. 2 ) 

evidence wnicn tiie cl feOCOOCO C/C*. J _ 

•evidence as the Income-tax Officer may require, determine, 
by order in writing, the amount of the tax, if any, payable 
bj'' the assesses, and such determination shall be final ; 

Provided that, if any asscssee making such application 
files therewith a return of his income under sub-section 
( 2 ) of section 22 of the Indian Income-tax Act, 1922, the 
application shall be deemed to be a return under that sub- 
section and sliall be dealt with accordingly. 

3. A copy of an order under paragraph 2 shall be 
served on the assesses to whom it relates and shall be ' 
deemed to be a notice of demand under section 29 of the 
Indian Income-tax Act, 1922. 

4. The above procedure shall apply also to the assess- 
ment and collection during the financial year 1934-35 of 
incomes of Rs. 1,000 and upward and less than Rs. 2,000 
which have escaped assessment in the financial year 
1933-34. 
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[ of 1922. 


’ACT 111 OF 1926. 

An act to OETEllMTNE THE LIABILITY OF CERTAIN GOVERN- 
MENTS TO TAXATION IN BRITISH InDIA IN RESPECT OF 
TRADING OPERATIONS 

Whereas it is expedient to determine the liability to 
taxation for the time being in force in British India of 
the Government of any part of His Majesty's dominions, 
exclusive of British India, in respect of any trade or 
business carried on by or on behalf of such Government; 
It is hereby enacted as follows : — 

t/ 

1. (il) This Act may be called the Government Trading 
Short title nnd Taxation Act, 1926. 

'commoncemont. 

(t2) It shall come into force on such date* as the 
‘Governor-General in Council may, by notification in the 
'Gazette of India, appoint. 

2. (1) Where a trade or business of any kind is 

... . carried on by or on behalf of the 

‘Gov’eraments^ Government of any part of His 

•taxation in respect of Majestv’s Dominions, exclusive of 
ra mg operations. British lucUa, that Government shall, 

in respect of the trade or business and of all operations 
connected therewith, all property occupied in British 
India and all goods owned in British India for the pur- 
poses thereof, and all income arising in connection there- 
with, be liable. 

(a) to taxation under the Indian Income-tax Act, 

1922, in the same manner and to the same 
extent as in the like case a company would be 
liable; 

(b) to all other taxation for the time being in force in 

British India in the same manner as in the 
like case any other person would be liable. 


'^The Act came into force with effect from the 1st April, 1926. 
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{ 2 ) For the purposes of the levy and collection of 
income-tax under the Indian Income-tax Act, 1922, in 
accordance with the provisions of sub-section {!), any 
Government to which that subrsection applies shall be 
deemed to be a compam^ within the meaning of that Act, 
and the provisions of that Act shall apply accordingly. 

(•5) In this section the expression “His [Majesty’s- 
Dominions” includes an}^ territory which is under His- 
Majesty’s protection or in respect of which a mandate- 
is being exercised by tlie Government of any part of His- 
Majesty’s Dominions. ’ , 
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PART IL 
RULES. 
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R. 1— 


BOAED OF INLAND EEVENUE. 

N otificcLtion No. 3-1. T., dated the 1st A'pril 1922 as- 

siibseqiiently amended. 

In^exercise of the powers conferred by section 59 of the' 
Indian Income-tax Act, 1922 (XI of 1922), the Board 
of Inland Eevenue has made the following rules, name- 
ly \ — 

*1. These rules may be called the Indian Income-tax 

Eules, 1922. e P 1 O' 

' 2. Any firm constituted under an instrument of part- 

nership specifying the individual shares of the partners 
may, for the purposes of clause (14) of section 2 of the- 
Indian Income-tax Act, 1922 (hereinafter in these rules- 
referred to as the Act), register with the Income-tax 
Ofiicer the particulars contained in the said instrument on* 
application in this behalf made by the partners or by anjr 
of them. 

Such application shall be made — 

(a) before the income of the firm is assessed for any 
year under section 23 or 

(5) if no part of the income of the firm has been- 
assessed for any year under section 23, before- 
the income of- the firm is assessed under section 
34, or 

(c) with the permission of the Assistant Commis- 
sioner hearing an appeal under section 30, 
before the assessment is confirmed, reduced, 
enhanced or annulled, or, if the Assistant. 
Commissioner sets aside the assessment and 
directs the Income-tax- Officer to make a fresh 
assessment, before such fresh assessment is. 
made. 

3. The application referred to in rule 2 shall be made- 
in the form annexed to this rule and shall be accompanied 
by the original instrument of partnership under which the 
firm is constituted together with a copy thereof; provided' 
that if the Income-tax Officer is satisfied that for some- 
sufficient reason the original instrument cannot conveni- 
ently be produced, he may accept a copy of it certified in 
writing by one of the partners to be a correct copy, and in 
such a case the application shall be accompanied by a., 
duplicate copy. 
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FORM T. 


Form of a'p'plication for registration of a firm under 
section 2 of the Indian Income-taco Act, 1922. 


To 


The Income-tax Officer, 

Dated 19 . 

I /we beg to apply for the regis- 

itration of my/ our firm under section 2 [IJf) of the Indian 
Income-tax Act, 1922. 

2. The original/ A certified copy of the instrument of 
partnership under which the firm is constituted specifying 
the individual shares of the partners together with a copy/ 
■duplicate copy is enclosed. The prescribed particulars 
-are given below. 

3. I/we do hereby certify that the profits of the current 
■year will be actually divided or credited in accordance 
tvvith the shares shown in this partnership deed. 

Signature 

A d dress 


“ITaine and 
Address 
of the 
hnn. 

Name of the 
partners in the 

1 firm with the 
i share of each 
in the business. 

1 

Date On which 
^ instrument of 
' partnership was 
executed. 

[ Date, if any, on 
j which the instru- 
ment of parbner- 
ship was last regis- 
tered in the 
Income-tax Officer’s 
I office. 

Remarks. 

i 

1 i 





jy^re do hereby certify that the 

information given above is correct. 

Signature{s) 

4. {1) On the production of the original instrument of 
.partnership or on the acceptance by the Income-tax 
Officer of a certified copy thereof, the Income-tax Officer 
•shall enter in writing at the foot of the instrument or 
•copy, as the ca.se may be, the following certificate, name- 
ly •— 

“This instrument of partnership (or this certified 
copy of an instrument of partnership) has this 
day been registered with me, the Income-tax 
Officer, for in the province of 

under clause {14) of section 2 of 
the Indian Income-tax Act, 1922. This cer- 
tificate of registration has effect from the 
day of April 19 up to the 31st day 
of March 19 .” 

{2) The certificate shall be signed and dated by the 
Income-tax Officer who shall thereupon return to the 
applicant the instrument of partnership or the certified 
rcopy thereof, as the case may be, and shall retain the copy 
/or duplicate copy thereof. 

5. The certificate of registration granted under rule 4 
ishall have effect from the date of registration. 

6. A certificate of registration granted under rule 4 
'.shall have effect up to the end of the financial year in 
which it is granted but shall be renewed by the Income-tax 
'Officer from year to year on application made to him in 
that behalf and accompanied by a certificate signed by one 
•of the partners of the firm that the constitution of the 
■firm as specified in the instrument of partnership remains 
unaltered. Such application shall be made within the 
'time and subject to the conditions, if any, which are 
• specified in clause {a), clause (&), or clause (c), as the case 
•may be, of rule 2. 

7. Under section 9 {1) {vi) of the Act, the sum to be P. 
•allowed in respect of collection charges shall not exceed 

'6 per cent, of the annual value of the property. 



For reference “ P. 46 ” on the margin substitute “ P. 69 

For the heading “ 2. Machinery, Plant or Furniture ” and the 
entries thereunder substitute the following J — 


“ 2. Machinery, Plant or Furniture 
General rate 


Special rates are sanctioned as under in the 
following cases — 

A. Plant and machinery used in — 

(1) Plour Mills, Rico Mills Bone Mills, 

Sugar Works, Distilleries, Ice Fac- 
tories, Aerating Gas Factories, 
Match Factories .... 

(2) Paper Mills, Ship Building and Engi- 

neering Works, Iron and Brass 
Found aries. Aluminium Factories, 
Electrical Engineering Works, Motor! 
Car Repairing Worlcs. Galvanizing j 
Works, Patent Stone Works, Oil * 
Extraction Factories, Cliemical 
Worlds, Soap and Candle Works, 
Lime Worlds, Saw Mills, Dyeing and 
Bleaching Works, Cement Works 
using rotary Idlns, Rod Mills 

(3) Brick manufacture, tile-maldng in- 
dustry, the manufacture of (o) vege- 
table ghee, (6) optical instruments, 
(c) coke and {d) concrete pipes, 
glass factories. Telephone Compa- 
nies, Mines and Quarries, Wire and 
Nail maldng Mills 

B. Furniture and Plant n hotels and bord- 


ing houses ..... 

n 

C. (1) Comptometers, Typewriters. Tube- 
woll boring plant, concrete pile driv- 
ing machines ..... 

10 

(2) Sewing and lautting machines employ- 
ed in hosiery factories 

10 . 

(3) Sewing machines for canvas or leather 

12J 

(4) Motor cars used solely for the puipose 
of business ..... 

16 

(5) Indigenous sugarcano crushers (Kohlus 
or Belans) ..... 

15 

(6) Moulds used in the manufacture of 
concrete pipes .... 

16 

(7) Motor taxis, motor lorries and motor 
buses 

20 

(8) Ropeway ropes and trestle sheaves and 
connected parts ♦ . . . i 

26 

D. Ropeway structures— 

(1) Trestle and station steel work 

5 

(2) Dri\dng and tension gearing . . j 

n 

(3) Carriers 

10 

E. Saltworks — 

(1) Machinery, plant, locomotives, 
wagons and rolling stock 

10 

(2) Tugs,^ barges, motor launches and 
floating plant 


(3) General plant and machine ly used 

in engineering shops 


(4) Reserx^oirs, condensers, salt pans 
delivery chamiels and piers, if con- 
structed of masonry, concrete, 
cement, asphalt or similar materials 


1 

5 

Note. — Repairs to earth works of the 
same kind will be allowed as revenue 
expenditure. 

(6) Piers, quays and jetties constructed 
entirely or mainly of steel 

6 

(6) Piei^. quays and jetties constructed 
entirely or mainly of wood 

10 

(7) Pipe lines for conveying brine if 
constructed of masonry, concrete, 

\ 

cement, asphalt or similar materials 

10. 


Ci 




10 


The special rates for 
electrical machinery 
specified hereinafter 
may be adopted, at 
the option of the 
ossossee for that por- 
tion of the machi- 
nery. 
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[R. 8 


Class of buildings, machinery, plant or furniture. 

1 

Bate. 1 

Remarks. 


Percent- 
age on 1 
prime j 



Indri^onous sugarcane crushers {Kohhis or 
Belans).7 j 

Moulds used in the/ manufacture of concrete 


cost. 


pipes. 


/ 


15 

16 


20 

25 


Motor tasis, mo, tor lorries and motor buses 
Ropeway rope’shd trestle sheaves and connect- 
ed parts. j 

Ropeway structures — 

(1) Trestle apd station steel work 

1 

(2) Dj^iving i.nd tension gearing • 

(3) Carriers 
Salt'Worksr^ 

(1) I\Iachinery, plant, locomotives, wagons 
and rolling stock. 

(2) Tugs, barges, motor launches and float- 

ing plant. 

(3) General plant and machinery used in 
cr/gincering shops. 

(4) R^’servoirs, condensers, salt pans, deli- 

very channels and piers, if constructed 
m masonry, concrete , cement, asphalt 
pr similar materials. 

to earth works of the same 

• In the entry S-EIectric Machinery etc/' after item (e) insert 
the following : — 


5 

10 

10 

n! 

5 


** if) Sillc Manufacturing — Weaving Machi- 
nery worked by electric motors includ- 
ing winding machines, twisting frames, 
doubling machine, pirn winding ma- 
chine, warping machine, looms, sten- 
tering machine and hydro-extractor 
(g) Air-conditioning machinery . 

** {h) Machinery used in the production of cine- 
matograph films, namely ; — 

Recording equipment. Reproducing equip- 
ment, Developing machines, Printin g 
machines, Editing machines, Synch- 
ronisers and Studio lights . 


7i 

7|» 


15 ” 


(ey^^ay and'EIectfd-tirefap^tic apparaxus^’T — — 

(4; and accessor ies the reto. j 

4. Hy dxo -Ele c tri c concerns — 

Hydraulic works, pipe lines, sluices, and all 
other items not otherwise provided for in 
this statement. 


G 
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Class of buildings, machinery, plant or furniture. Bate. Bemarks. 

Percent- 
age on 
prime 
cost. 

6. Electric Tramways — ^Permanent Way — 

(а) Bot exceeding 50,000 car miles per GJ 

mile of track per annum. 

(б) Exceeding 50,000 and not exceeding 

75.000 car miles per mile of track per 
annum. 

(c) Exceeding 75,000 and not exceeding 

1.25.000 car miles per mile of track 

per annum. " 

Cars — car tracks, car bodies, electrical equip- 7 

ment and motors. • 

General plant, machinery and tools. . • 5 

6. Mineral Oil concerns — 

Page 82— 

In the entry " 6 — ^Mineral Oil concerns ” for the item “ (1) Below ground 
— ^All to be charged to revenue ” substitute the following ; 


“ (1) Below ground 


. . 100 ”. 

(Correction List No 2.) 


(z; jcrrimtj mu vvAo . 

(3) Process plant . . . . * 1 


Except for the following items — 

(1) Below ground — ^AU to be charged to 
revenue. 

(2) Above ground — 

(а) Portable boilers, drilling tools, wellhead 25 

tank, rigs, etc. 

(б) Storage tanks . . • . . 10 

(c) Pipelines — 

(e) Fixed boilers .... 10 

(ii) Prime movers .... 7|- 

(iii) Pipeline ..... 10 


7 .Ships — 

(1) Ocean — 


(а) Steam 

(б) Sail or tug 


5 

4 



Class of buildings, machinery, plant or furni- 
ture. 

Rato. 

Rernarlcs. 


Percent- 
age on 
prime 



cost. 


7., Ships — conid* 

(2) Inland — 



(a) Steamers (over 120 ft. in length) 

5 


(6) Steamers including cargo launches (120 

G 1 


It. in length and under). 

7^ 


(c) Tugboats . . . . • 


(d) Iron or steel flats for cargo, etc. - 

5 


(e) Wooden cargo boats up to 50 tons 

10 


, capacity. 

n 


(/) ^^'ooden cargo boats over 60 tons 


capacit3’'. 

10 


{g) Motor launches . .... 

Speed Boats ” 

(h) Speedboats* . . • . • 

15 


- 

moans a motor- 
driven boat with a 
high speed internal 
combustion engine 
capable of propclJ? 
ing the boat at a 
speed exceeding 15 
miles per hour in 
still water and so 
designed tliat wlion 
running at speed it 
will plane — i.c., its 
bow will rise from 
the water. 

8. MinesandQuarrios- 



(1) Railway sidingf (excluding rails) - 

(2) Shafts ...... 

5 

fDepreciation on rails 

6 

used for tramways 

(3) Inclinesf . . . ... 

5 

and sidings, and in 

(4) Tramways on the surfacef (Excluding rails) 

10 

i 1 

1 j 

inclines where the 
rails are the proper- 
ty of the assesee, is 
allowed at JO per 
cent, under item 2 
above (plant used 
in connection with 
Mines and Quarries) 
in addition to any 
depreciation allow- 
ance on the cost of 
constructing the 

tramways sidings^or 
inclines. 

9* , Aeroplanes — 



(1) Aircraft 

25 


l2) Aero-engines . . . • • 

33^ 


(3) Aerial photographic apparatus . . ; 

20 



G 2 
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8-A. Allowances under seclion .11 (;2) (f/) of the Act in 
respect of clcprecintion of huilding.s, machinery, plant or 
furniture shall be in accordance with the rates p]’escril)cd 
in the statement attached to rule 8; and in res})oet of 
appai’atus, appliances or olhci- capital assets not covered 
by that statement, the allowance shall ho at the rate of 5 
per cent, per annum on the prime cost. 




9. For the purpo.sc of ol>taininp an allov.-anco for de- 
preciation under nrmn'e-/^ 


Tagc. S4 — 

For rcfcrcnco ‘'P.46 


on the margin " P- ^0 '. 


exf Inuhiinf^ »*, Or ptiual 


plfinf or 
furniture. 




1-A 


{ 


I * PnrtjVtilnrj t 

\ i oriprmnl | 

j i <!ej)n*pintion | 

] arul < 

from , 

Cnpital j uhirh ‘ hy of *"f*rnp ^ 

tnro (lunnt: th»» J vAluo) of t^o 

year for j tlio | rn erh p^fint 

tioii8, nlt^Tu- IP»Jrp ‘'4 1 or fnrntf uVf^ rnftrk^. 

tionn, improve- of tie' ^ or <io,parW»‘*{ 
nu'UtA ntui I huMnr'^-. j durinp tho yrpr, ^ 
oxUrviUuoi* ! I xritii rint*' * on ' 

V. Inch Hr 4 » 

\ hr<m;:hl into ; 

J nnd roM or j 

I <L t 



t 

1 


I, , deedare that to the hc.st of my informa- 

tion and belief the buildings, machinery, plant and furni- 
ture described in column 1 of the above statement were the 
property of during the year ended 

and that the particulars entered in the state- 
ment are correct and complete. 


Place Sinimtnrc 


Date 


DesigTiation 



85 


[ B. 9-A~ll-A. 


9- A. For the purpose of obtaining an allowance for 
depreciation under section 11 (2) (U) of the Act, the 
assessee shall furnish particulars to the Income-tax 
Officer in the form included in rule 9, entering in columns 
1 and 4 references not only to buildings, machinery, plant 
or furniture but also to apparatus, appliances and other 
capital assets.' 


10. All sums deducted in accordance with the provi- 
sions of section 18 of the Act shall be paid by the person 
making the deduction to the credit of the Government of 
India on the same day as the deduction is made in the 
case ^ of deduction b}’ or on behalf of Government, and 
within one week from the date of such deduction in all 
other cases : 


Provided that the Income-tax Officer may, in special 
cases, and with the approval of the .Assistant Commis- 
sioner, permit a local authority, company, public body or 
association, or a private employer to pay the income-tax 


.Page 85 — 

For rule 11 sa6s^^^a^e the following:— , 

“ 11 In the case of income chargeable TovOTninent 

ries ' wiere deduction is not made by or “ ^^tlncle”ffice; 
the person paying the salary s I employe from whose 

concerned a statement ^ for which the salary 

salary the tax has been deducted, he P , deduction for a 

has been paid, the gross amount of . f ^ ^ deducted. 

providenthndor—ceprem^au^^^^^^^^^ 

Barir of India or of the Imperial Bank of India. 

V. 


11-A. The prescribed rate of exchange for the calcula- 
tion of the value in rupees of any income chargeable under 
the head ‘Salaries’ which is payable to the assessee out 
of India by or on behalf of Government shall be the rate 
notified by the Controller of the Currency in respect of the 
recovery of contributions to the Indian Civil Service Fund 
for the month in which such income is payable. 
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. 1 2.__I n the case of in come cliar^abJ e_mid e]i_th.e_ head 


Page, 86 — _ • . ’ - ' 

For rule 12 substitute the following : — 

12. “In the case of income chargeable under the head ‘Interest 
on securities where the deduction is not made by or on behalf of 
Government, the person responsible for paying the interest shall 
send to the Income-tax Officer concerned a statement showing the 


following particulars : — 

(i) Description of securities. 

(n) Numbers of securities. 

(in) Dates of securities. 

(iv) Amounts of securities. 

{v) Period for which interest is draAvn. 

(vi) Amount of interest, and 
(vn) Amount 'of tax. 

The person concerned shall, on receiving from the Income-tax 
Officer the necessary chalan for the amount of tax which is to be 
credited, pay that amount to the credit of the Government of 
India by remitting it into the Government Treasitry or Branch of the 
Reserve Bank of India or of the Imperial Bank of India.” 


12-A. (i) The person making deductions in accordance 
with sub-sections {3 A), (SB), (SC) and (3D) of Section 18, 
shall send to the Income-tax Officer within a week from 
the date of such deduction a statement showing the name 
of the non-resident person on whose behalf the tax has 
been deducted, the amount of tax deducted, the amount of 
interest or the gross and net amount of dividend (Avith the 
basis of computation of the gross amount) in respect of 
which the deduction has been made, the period for which 
the interest or the dividend has been paid and the date of 
payment of the interest or declaration of the dividend, as 
the case may be. 


(ii) On receipt of this statement, the Income-tax Officer 
shall, without delay, supply to the person concerned a 
chalan in triplicate for the purpose of paying the deduc- 
tions into the Government Treasury or Branch of the 
Imperial Banl^ of India. 

(iii) Within one week from the date of receipt ui the 
chalan, the person making the deduction shall pay the 
amount in question to such Government Treasury or Branch 
of the Imperial Bank of India as the Income-tax Officer 
may direct. 
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(1) This 
number rIso 
appears in 
the intorest 
cages on the 
back of the 
Securities. 

{*) Name of 
Soourity. 


13. The certificate to be furnished under section 18 (9) F. 78. 
of the Act by any person paying interest chargeable to 
income-tax on any security of the Government of India or 
of a local Government shall be in the following form : — 

Draft No. 0 

Certified that Rs. being income- 

tax at the rate of pies per rupee has been deducted by 
draft of this date from Rs. being the 

amount of interest for Rs, 

on f) for Rs. standing in the 

name of for Rs. 


19S . 


Su'perintendent or Princi'pal Officer. 
To be signed by claimant. 

I hereby declare that the securities on which interest 
as above specified has been received were my own property 
and were in the possession of 

at the time when income-tax was deducted. 

Signature 

Date 


{N* B . — The securities to be produced when required in support of any claim.) 

13-A. The certificate Q to be furnished under section p. 78, 
18 (5) of the Act by the person paying any interest on 
debentures or other securities for money issued by or on 
behalf of a local authority or a company shall be in the 
following form : — 

Name of Local Authority/ Company. 

Address. 

ToO 

Name and address of payee (f) 


(1) In the case of bearer debentures or bonds a certificate under section 18 
(5) shall only be given if the recipient of the interest declares the name and 
address of the real owner of the security at the time of receiving the interest. 

(2) Name and address of the owner of security should be given here. In 
the case of bearer debentures or bonds; these particulars are to be given as 
declared by the payee concerned. 

(3) To be completed only in the case of bearer debentures or bonds. 
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I/We hereby certify that Bs. being income-tax 

at the rate of pies per rupee has been deducted from 
Rs. being the amount of interest at the rate of per 
cent, per annum due f) on debentures Nos. 

of Rs. each of the (^) and that it has been or 

will, within the prescribed period, be paid by me/us to 
the Government of India at 

Superintendent, Public Debt Office, 
or Principal Officer or Managing Agents. 


193 . 

(To be signed by claimant.) 

I hereby declare that the securities on which interest 
as above specified has been received, were my own property 
and were in the possession of at the time 

when income-tax was deducted. 


Signature 

Date 

{N,B . — The securities to be produced when required in support of any claimO 

13-B. The certificate to be furnished under section 18 
(9) of the Act by the person paying an}’’ interest not being 
“interest on securities” shall be in the following form : — 

Name of person paying interest — 

Address : — 

To. 

Name and address of payee. 

I /We hereby certify that Rupees 
being income-tax at the rate of 
pies per rupee and Rupees 

being super-tax at the rates applicable have been deducted 


(1) The date on which interest is payable. 

(2) Here enter the name of the local authority or the company. 
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. _ being; tlie_ amount _of 


•Prnm T?nrippc: 

Page S9— 

'’After rule 13-B insert the following : — 

“ 13-C. The certificate to be furnished under section 18 (9) of 
the Act by the person paying any dividend on shares registered in 
the Reserve Bank of India shall be in the following form : — 

Name of person paying dividend. 

' Address : — 

To 

Name of payee. 

I hereby certify that Rs. being income-tax at the 

rate of pies per rupee has been deducted from Rs. 

being the amount of dividend at the rate of per cent, per 

annum due (1) on shares of Rs. and that it has been 

or will, within the prescribed, period, be paid by the Bank to the 
Goveinment of India at 


Governor, 

Reserve Banlc of India. 

193 . _ 

(To be signed by claimant.) 

I hereby declare that the shares on which dividend as above 
specified has been received, were my own property and were in the 
possession of at the time 

when income-tax was deducted. 

Signature. 

Date. 

(1) Here specify the date on which dividend is payable. 

{N. B , — The share certificates to be produced when required in support of any 
claim.) 


Warrant for Rs. (in words and figures or, if the certi- 
ficate is crossed by an entry in words stating that the 
amount of dividend is under the next multiple of Rs. 50 
above that amount, in figures only) , being 

dividend (^) at the rate of Rs. (in words and figures) 

per share for the (^) /the period from 

to during the year ending on the 
day of 19 , (^) 

on ("*) shares in this Company, 


(1) Or dividend and bonus. 

(2) Year or half-year, as the case may be. 

(3) Here enter whether free of income-tax or not, 

(4) Here enter number and description of shares. 
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registered during tlie said period/on (Date) in the 

name of . This dividend was declared 

at the (^) meeting held on the (2) 


193 . 

I/Wc liereby certify that income-tax on the entire/ 
such part as is liable to be charged to Indian Income-tax 
of the profits and gains of the Company, of which this 
dividend forms a part, has been, or will be duly paid by 
me /us to the Government of India. 

Signature 

Office 

(To be signed by the claimant.) 

I hereby certify that the dividend above mentioned 
relates to shares which were my own property at the time 
when the dividend was declared /during the period from 
to /on (Date) and were in the posses- 

sion of 


Signature 

Date 


15. The returns for Government officers under section 
21 of the Act shall be prepared and submitted to the 
Income-tax Officer by : — 

(a) Civil Audit Officers for all gazetted officers and 
others wlio draw their pay from audit offices 
on separate bills; and also for all pensioners 
who draw their pensions from audit offices. 


(^) Hero specify number and nature of meeting, 
(“) Hero enter date. 
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(6) Treasury officers for all gazetted officers and 
others who draw their pay from treasuries on 
separate bills without countersignature; and 
also for all pensioners who draw their pensions 
from treasuries. 

(c) Heads of Civil or Military offices for all non- 
gazetted officers whose pay is drawn on estab- 
lishment bills or on bills countersigned by the 
■ head of office. 

^d) Forest disbursing officers and Public Works 
Department disbursing officers in cases where 
direct payment from treasuries is not made, 
for themselves and their establishments. 

(e) Head postmasters for (i) themselves, their gazetted 
subordinates and the establishments of which 
the establishment pay bills are prepared by 
them and (ii) gazetted supervising and control- 
ling officers of whose headquarters post office 
they are in charge; Head Record Clerks, 
Railwav Mail Service, for themselves and all 
the staff whose pay is drawn in their estab- 
lishment pay bills; the Disbursing Officers in 
the case of the Administrative and the Audit 
offices. 

(/) Controllers of Military Accounts (including 
Divisional Military Supply, Marine, Field 
and War Controllers) for all gazetted military 
officers under their audit. 

(g) Disbursing officers in the Military Works Dej^art- 

ment for themselves and their establishments. 

(h) Chief Accounts officers or Chief Auditors of 

Railways concerned for all railway employes 
under their audit. 

16. The minimum income under the head “Salaries” P. 83 
referred to in section 21 (a), shall be Rs 1,000 per annum. 
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P. 83. 17. The return to be delivered to the Income-tax 

Officer under section 21 of the Act shall be in the follo'wing 
form : — 



I certify that the above statement contains a complete 
list of the total amounts paid by to all 

persons who were receiving income on the 31st day of 
March 19 at the rate of Rs. 1,000 per annum, or Lave 
received during the year ended on that day not less than 
Rs. 1,000 in respect of salary, wages, annuity, pension, 
gratuity, fees, commission, perquisites, or profits in lieu 
of or in addition to salary or wages, and that all the parti- 
culars stated are correct. 

Signature of 'person hj whom 
the return is delivered. 


'Date 
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18. (1) Tlie return of total income of companies re- P. 84. 
quired under section 22 ( 2) shall be in the following form 
and shall be accompanied by a copy of the profit and loss 
account referred to therein ; — 

V 

Total income of the com'pany. 


Income, profits, or gains as per profit ani loss account for the year 
ended 19 

Add . — Any amount debited in the accounts in respect of — > 

1. Keservo for bad debts 

2. Sums carried to reserve for provident or other funds 

3. Expenditure of the nature of charity or presents 

4. Expenditure of the nature of capital . . . , . 

5. Income-tax or Super-tax ....... 

6. Rental value of property owned and occupied 

7. Cost of additions to, or alteration, extensions, improvements 

of, any of the assets of the business .... 

8. Interest on reserve or other funds ..... 

9. Losses sustained in former years ..... 

10. Losses recoverable under an insurance or contract of in- 

demnity ......... 

11. Depreciation of any of the assets of the company 

12. Expenses not incurred solely for the purpose of earning the 

profits . . . . . ^ . 


Total Rs. 


Deduct . — Any profits or income included in the accounts on account 
of — 

(а) Interest (not amount) on securities taxed at source 

(б) Interest on securities tax-free ...... 

(c) Dividends (net amount) from companies taxed in British 

India ......... 

*(d) Other items already taxed at source (specify details) 

Balai^ce Rs. . 


If the company owns any property not occupied for 
the purposes of the business, a statement in the form 
prescribed in Schedule A to rule 19 should be attached 
with particulars of the credit and debit on account of such 
property entered in the accounts. 

Declaration. 


I, the [Secretary, 

etc., (see section 2 {12) of the Act)] of the 

(name of Company) declare that the 
information against each head in this return is correctly 
given as shown in the books of the Company as also in the 

^Note. — I f any other deduction is to be claimed, please give particulars 
thereof in a separate letter to be forwarded with the return. 
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accounts which have been duly audited by the auditors of 
the Company and which have been adopted by the share- 
holders of the Company. 


{Signature) 

{Designation) 


Dated 19 . 

(£) The company shall also attach to the return a 
statement shoAving the sums charged in the accounts under 
the provisions of section 58-K (i). 

19. The return of total income for individuals, firms, 
Hindu undivided families and other associations of indi- 
viduals not being companies required under section 22 (2) 
shall be in the following form : — 

Statement of total income during the 'previous year. 


1 

Sources of Income, 

2 

Amount of 
profits or 
gains or 
income during 
the previous 
year. 

Tax already 
charged on 
the income. 


Its. 

Ba. 

1. Salaries (including wages, annuity, 
pension, gratuity, fees, conamis- 
sion, allowances, perquisites, in- 
cluding rent-free quarters), or 
profits received in lieu of, or in 
addition to salary or wages . . [See note (1)] 

1-A, The contributions made by 
an employer to the account in 
a recognised provident fund 
of the person making the 
return ..... 

1-B. The interest accruing to the 
accountmentionedin 1-A wliich 
is notexemptfromincome-tax 
[section 68-r (2)]. 

1-C. Interest accruing to the ac- 
countmentionedin 1-A which 

t 


is exempt from income-tax 



[section 58-F (2)]. 



2. Interest on securities (including 

debentures) already taxed . ,, (2) 

3. Interest on securities of the 



Government of India or of local 



Governments declared to be 



income-tax free. ^ [See note (3)] 

4, Property as shown in detail in 

Schedule A ... „ (4) 
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Statement of total income during the 'ptevious year — 

contd. 


1 i 

. Sources of Income. 

2 

Amount of 
profits or 
gains or in- 
come during 
the previous 
year. 

3 

Tax already 
charged on 
the income. 

5. Business, trade, commerce, 

manufacture, or dealings in 
property, shares or securities 
(details as in note 5) . . [Seo note (5)] 

6. Profession . . . • ,> (b) 

7. Dividends from Companies (net) , ,, (7) 

S. Interest on mortgages, loans, 

fixed deposits, current accounts, 

^ etc., not bearing income from 

business .... 

9. Ground rent .... 

10. Any source other than those 
mentioned aboveincluding any 
income earned in partnership 

with others . . . • ,, (8) 

Total . 

Deductions claimed — 

{a) on account of insurance premia 
(6) on account of contributions to a provident 
fund to which the Provindent Funds Act 
applies ...... 

(c) onaccountofcontributionstoa recognised 

provident fund feection 58-A(a)]. 

(d) On account of interest on contributions to a 

recognised provident fund and accumula- 
tions thereof which is exempt from income- 
tax [section 68-F. (2)3-. . , , . 

(c) others ....... 

Rs. 

Rs. 


I declare that to the best of my Imowledge and belief 
the information given in the above statement is' correct 
and complete, that the amounts of income shown are 
truly stated and relate to the year ended and that 

no other income accrued or arose or was received by me/ 
the firm /the family /the association during the said year 
and that I/the firm /the family /the association had during 
the said vea.r no other sources of income. 

Sianature 

Date 

— (a) Income accruing to you outside British India received in British 
India is liable to taxation, and must be entered by you in the form. 

(6) AU income from whatever source derived must be entered in the form, 
including income received by you as a partner of a firm. 

Note 1. — In column 2 should be shown the gross amount of aalary ainl 
not the net amount after deduction on account of inoome-tax, provident funds, 
etc. 
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Kote 2. — * ‘Interest on securities” means the interest on promissory notes 
or bonds issued by the Government of India or a local Government, or the 
interest on debentures or other securities for money issued by or on behalf 
of a local authority or compam\ Where income-tax has been deducted from 
the interest, or where the interest has been paid income-tax free, the amount 
of tax so deducted or paid should be added to the amount of interest actually 
received, and the gross amount so arrived at should be entered in column 2 of 
the statement. The term “interest on securities” does not include interest on 
fixed deposits or mortgages or other loans, which have to be shown under 
heading 8. 

The interest on securities of the Government of India or of local Govern- 
ments declared to be income-tax free should be shown under head 3. Those 
which are not declared to be income-tax free should be included under this 
head. 

Entries under this head must be supported by the certificate issued by the 
person or Company jjaying the interest under section 18 (9) of the Act, 

Note 3. — (a) The income-tax payable on the interest receivable on a security 
of a Local Government issued income-tax free is payable by the local Government 
and not by the holder of tbci security, 

(6) Only the interest on securities of the Government of India or of a local 
Government declared to be income-tax free should be entered against this head. 
Such interest will not be charged to income-tax, but it must be included in the 
statement of total income in order to ascertain the rate of income-tax chargeable 
on other income. It is chargealle to sufer^tax, 

(c) Particulars of any interest on securities issued by other authorities and 
stated to be free of income-tax should be entered against head 2, as income-tax 
on such interest is actually paid by these authorities on behalf of the recipients. 

Note 4. — The tax is payable under this head in respect of the bond fide 
annual value of any buildings or lands appurtenant thereto of which you are 
the owner, other than such portions of such buildings and lands as you may 
occupy for the purpose of your business. 

SCHEDULE A. 
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Note 5. — (fl) Where 3^ou keep your occounts on the mercantile accountancy 
or book profits system, you must file return in the following form : — 

Income, 'profits or gains from lousiness, trade, commerce. 

Rs. 


Tncome, profits or gains as per Profit and Loss Account for the year 
ended 19 

Add . — Any amount debited in the accounts in respect of — 

1. Reserve for bad debts ....... 

2. Suras carried to reserve for provident or other funds 

3. ISKpenditure of the nature of charity or presents 

4. Expenditure of the nature of capital ..... 

5. Income-tax or Super-tax ....... 

6. Drawings or salary of proprietor, drawings of partners and 

salary of partners . * • . . 

7. Rental value of property owned and occupied 

S, Cost of additions to, or alterations, extensions, improve- 
ments of any of the assets of the business 

9. Interest on the proprietor’s or partner’s capital including 
interest on reser\^e or other funds ..... 

10. Losses sustained in former years ..... 

11. Losses recoverable under an insurance or contract of in- 

demnity ......... 

12. Depreciation of any of the assets of the business . 

13. Private or personal expenses and expenses not incurred 

solely for the purpose of earning the profits 

Total 


JDeduct . — Any profits included in the account already charged to Indian 
income-tax and the interest on securities of the Govern- 
ment of India or of Local Governments declared to be 
income-tax free ........ 


Balaxce . 


Signature of the person maldng the retmm. 

Date 

State hel‘e amount of salary paid to a and not added back on the 

ground that it is not an appropriation of profit Rs. 

(if) Where you do not keep your accounts on the mercantile accountancy or 
book profits system, but on a cash basis you must file a statement showing 
how you arrive at the taxable profits, z.e., showing details of the gross receipts 
and of the expenditure you propose to set against those receipts specifjnng 
separately salary paid to partners and deducted from gross receipts as not being 
an appropriation of profit. No deductions are permissible on account of — 

jt) Property owned and occupied by the ovmcr of a business for the 
purposes of a business; 

{ii) Additions to or alterations, extensions or improvements of any of 
the assets of the business; 

{{{{) Interest on the capital of th4 proprietors or partners of the business; 
(ii;) Bad debts not actually written-off in the accounts; 

(v) Losses sustained in previous years; 

(ui) Reserves of any kind : 

(vii) Sums paid on account of the income-tax or super-tax or any tax 
levied ^ by a local authority other than Jocal rates or municipal 
taxes in respect of the portion of the premises used for the pur- 
pose of the business ; 


H 
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(viti) Any expenditure of tlio nature of charity or a present; ^ 

{ix) Any expenditure of tlie nature of capital; * 

(a:) Any loss recoverable under an insurance or a contract of indemnity; 

[xi) Depreciation of any kind other than that specified in the Act; 

(xti) Drawings or salary of proprietor, drawings of partners and salary* 
of partners if it be an appropriation of profits. 

(xiii) Private or personal expenses of the assessee; 

{xiv) any expenditure of any kind which is not incurred solely for the 
purpose of earning the profits. 

If you have included any such sums in your expenditure in your books, 
you must exclude tiiem from the expenditure permissible for the purpose of* 
arriving at jmur taxable profits. 

(r) You are also required to attach a statement showing the sums charged in 
your accounts under the provisions of .section 58 K {2), 

Note 6. — The income, profits or gains shall be computed after making allow- 
ance for any expenditure (not being in the nature of capital expenditure) in- 
curred solely for the purpose of such profession or vocation, provided that no* 
allowance is made on account of any of your personal expenses. Professional fees 
received by you in any part of India (whether within British India or not) 
must be included by you in your receipts. 

Note 7. — Income-tax charjreable on the profits of companies is paid by the 
companies, so that the dividends received by shareholders represent the net 
amount remaining after any income-tax due by the company has been paid. 
This amount sliould be entered in column 2 of the statement. The proportionate- 
tax will be added in the income-tax Olfice. 

If the rate of tax applicable to your total income is less than the rate of 
tax applicable to the profits or gains of the company at the time of the declara- 
tion of such dividends, you may, by attaching the company’s certificate received* 
with the dividends, have the excess collected on your dividends from the com- 
pany set against the tax payable by you on your other income instead of having 
to apply separately for a refund. 

Note 8. — Agricultural income from land not paying land revenue or local 
rates to an authority in British India should be included under this head or' 
under income from business according to circumstances. 

Note 9. — Deductions from total income can only be made for insurance 
premia in respect of insurance on your own life or on the life of your wife, 
or in respect of a contract for a deferred annuity on your own life or on the 
life of your wife. No deduction is permissible in the case of any other form 
of insurance except in tlie case of Hindu undivided families where deductions 
are permissible on account of premia paid in respect of insurance on the life 
of any male member of the family or of his wife. The original receipt or the 
certificate of the insurance company to which the premium was paid must be 
attached to the return 

100. 20. The Kotice of Demand under section 29 shall be in- 

the following form : — 

NOTICE OF DEMAND UNDER SECTION 29 OE THE 
INCOME-TAX ACT, 1922. 

To 

1. You have been assessed for the year to income- 
tax amounting to Rs. : [in' addition to which ‘a 

penalty of Rs. has been imposed], as shown m 

the copy of the assessment form sent herewith. 
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2. You have also been assessed to super-tax amounting 
to Rs. 

3. You are required to pay the amount of Rs. 

on of before the • to at 

when you will be granted a receipt. 

4. If you do not pay the tax on or before the date 
specified above, you will be liable to a penalty which may 
be as great as the tax due from you. 

5. If you are dissatisfied with your assessment you 
may present an appeal under sub-section (2) of section 30 
of the Indian Income-tax Act, 1922, to the Assistant 
Commissioner of Income-tax at 

within 30 days from the receipt of this notice, on a peti- 
tion duly stamped in the form prescribed under sub-sec- 
tion (S) of section 30 and veiified as hiid down in that 
form. 

Or 

The assessment has been made under sub-section (/) of 
section 23 of the Indian Income-tax Act, 1922, because you 
failed to make a return of your income under section 22/ 
to comply with a notice under sub-section (4) of section 22/ 
to comply with a notice under sub-section {2) of section 23, 
and no appeal lies. But if you were prevented by suffi- 
cient cause from making the return or did not receive the 
notice(s) aforesaid, or had not a reasonable opportunity 
to comply, or were prevented by sufficient cause from 
complying, with the terms of the notice(s), you may apply 
to me within one month from the receipt of this notice- 
under section 27, to cancel the assessment and proceed 
to make a fresh assessment. 

6. The appropriate chalan should be sent along with 
the amount paid. Should you lose the chalans attached 
to this notice of demand, it will be necessary for you ta 
apply to the Income-tax Officer for copies of fresh chalans. 

Dated 19, . 


Income-tax Officer^ 

Place 

Note. — ^T he superfluous vrords in paragraph 5 should he deleted. 

H 2 
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(.r) Deduction under section 17 . 

{xi) Amount of deductions at source from salary or 
interest on securities for which credit is given 
under section 18 (5) . 

{xii) Abatement on account of dividends (at 

pies per rupee). 

{xiii) Abatement on account of income from a registered 
firm (at pies per rupee). 

{xiv) Net amount of income-tax (or refund) * 

(a:i;) Amount of super-tax ...... 

(rcvt) Penalty under section 28 or section 25 (2) 

(xvii) Total sum payable (or to be refunded — in figures 
as well as in words). 


Ps. 


A, 


Es. 


Eupees . 
annas . 


Dated 


193 . 

Income-taoG OjfLce? 
Classification of demand. 


Serial 

No. 


Classification. 


! Amount of tax. 


! 


Salaries — 

{a) Paid by Government 

(6) ,, a local authority 

(c) „ companies, other bodies and associations 

(d) „ private employers 

♦Interest on securities — ' i 

(а) on securities of the Government of India . . | 

(б) „ „ local Governments . . | 

(c) on debentures and other securities of a local | 

authority or company. 

Income derived from property ..... 

,, ,, ,, business .... 

Professional earnings ...... 

Income derived from other sources .... 

Total 

Deduction on account of section 7 (i), 15 or 58F 
Deduction on account of section 17 ... . 

Total of refunds and rebates as in the classification cage 
below. 

Penalty under section 25 (2) ..... 

» „ 28 

Net demand (or refund) ...... 


Es. 


AS. 


*\Vhere the result of an assessment is an abatement the sum allowed as a 
refund or rebate should be entered in the classification cage below. 
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Statement oe facts. 

Form of 'oerification. 

I, , the petitioner, named in the- 

above petition, do declare that what is stated therein and 
in the above statement of facts is true to the best of my 
information and belief. 

Signed 


Form B. 

Form of a'pyeal against assessment to Income-to^. 

To 

The Assistant Commissioner of 

The day of 19 . 

The petition of of post office, 

District sheweth as follows : — 

1. Under the Indian Income-tax Act, 1922, your peti- 
tioner has been assessed on the sum of Rs. for 

the year commencing the 1st day of April 19 . The 

notice of demand attached hereto was served upon him 
on ■ 

2. Your petitioner’s income accruing or arising or re- 

ceived or deemed under the provisions of the Act to accrue 
or arise or to be received in British India for the year 
ending the day of 19 amounted to Rs. 

3. Such income and profits actually accrued or arose or 

were received during the period of months and 

days. 

4. During the said year your petitioner had no other 
income or profits. 

5. Your petitioner has made a return of his income to 

the Income-tax Officer ' under section 22, 

sub-section {2) of the Act and has complied with all the 
terms of the notice served on him by the Income-tax Officer 
under section 23 {2), and/or [section 22 (4)]. 

Your petitioner therefore prays that he may be assessed 
accordingly (or that he may be declared not to be charge- 
able under the Act). 

Signed 
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T 

J petitioner, named in the 

trnp fn fl therein is 

true to the best of my information and belief. 


Foffe 105— 

• Y 

At the end maert the following : — 

PORM C (1). 

Form of Appkal against an Order under Sf.c.'TIon 25-A. 
To 

The Assistant Commissioner of Income-tax, . 

The day of 193 , 

The petition of of Post Office 

District shewth as follows : — 

Under section 25-A of the Indian Income-tax Act, 1922, your 
petitioner/petitioners who belonged to a Hindu Family, hitherto 
assessed as undivided, claimed before the Income-tax Officer, 

at the time of assessment that a 
partition had taken place among the members of the family and 
that the joint family property had been partitioned among the 
various members (or group of members) in definite portions and 
prayed that an order might be passed to this effect as laid down in 
section 25-A (7) and that an assessment be levied as laid down in 
section 25-A {2). 

2. By his order dated the a copy of which is 

herewith attached, the Income-tax Officer has refused to pass the 
order referred to above and make assessments accordingly as laid 
down in section 25-A (2). Your petitioner/petitioners therefore 
7’equest(s) that the Income-tax Officer may be directed to pass such 
an order under section 25-A (7) and to levy an assessment as laid 
down in section 25-A (2). 

Signed. 

Grounds of Appeal. 

Form of Verification. 

I We the petitioner/petitioners, named 

in the above petition do hereby declare, that what is stated therein is 
true to the best of my/our information and belief. ' , 

Signed. 
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irORM D. 

Form of a'p'peal against an order under section 28 . 


To 

The Commissioner of Income-tax /The Assistant Com- 
missioner of Income-tax, 

The day of 19 . 

The petition of of post office. 

District, sheweth as follows : — 

1. Under section 28 of the Indian Income-tax Act, 

1922, a penalty of Rs. has been imposed on your 

petitioner by the Income-tax Officer/ Assistant Commis- 
sioner. The notice of demand attached hereto was served 

upon him on 
> 

2. Your petitioner did not conceal the particulars of 
his income or deliberately furnish inaccurate particulars 
thereof but, as will be seen from the statement of facts 
attached, returned it at its real amount to the best of his 
Imowledge and belief. 

3. Your petitioner therefore requests that the order of 
the Income-tax Officer /Assistant Commissioner imposing 
a penalty of Rs. upon your petitioner may be set aside. 

Signed 


Statement of facts. 


Form of verification. 

1, . the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 


Signed 



:io7i 
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Form of a'p'peal against an order refusing to register a 
firm under section 2G-A . 


To 


The Assistant Commissioner of 

The day of 19 . 

The petition of of post office. 

District sheweth as follows : — • 

Under section 26-A of the Indian Income-tax Act, 
1922, your petitioner applied to the 

Income-tax Officer 

for the registration of the firm 

By his order dated the 

a copy of which is herewith attached, the Income-tax 
'Officer has refused to register the said firm. 

Your petitioner therefore requests that the order of 
the Income-tax Officer may be set aside and that he may be 
directed to register the firm. 


Signed 


Grounds of appeal. 

Form of 'cerification. 

I, , the petitioner, named in the above 

petition do hereby declare that what is stated therein is 
true to the best of my information and belief. 


S’gned 
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21-A. An appeal under section 50-A shall be in the 
following form : — 

Form of a'p'peal against an order refusing to grant a refund 
under Section 48, 48- A or 49 > 

To 

The Assistant Commissioner of 


The day of 19 

The petition of ‘ of 

post office, District sheweth as follows : — 


Your petitioner applied to the Income-tax Officer for a, 
refund under section 48/48-A/49 of the Indian Income- 
tax Act, 1922, of Rs. . The Income-tax Officer 

has by his order dated the of which a coj)y is 


attached 


rejected the application, 
granted a refund of only Ks. 


Your petitioner therefore requests that the order of the 
Income-tax Officer may be set aside and the refund asked 
for may be granted. 


Signcfl 

Grounds of appeal. 

Form of verification. 

I, , the petitioner named in the above 

petition do declare that what is stated therein is true to 
the best of my information and belief. 

Signed 

P* 103 22. An appeal under section 32 (2) shall in the case 

of an appeal against an order of an Assistant Commis- 
sioner under section 28 be in Form D attached to Rule 21 
and in other cases in Form E. 



Foem E. 


To 

The Commissioner of Income-tax, 

The day of 19 . 

The petition of sheweth as follows : — 

1. Under section 31 {3) of the Indian Income-tax Act, 

1922, the Assistant Commissioner of has 

increased the tax payable by your petitioner from Rs. 

to Rs. 

2. Your petitioner prays that the enhancement may be 

set aside or reduced to Rs. for the reasons stated 

below. 

Signed 

Grounds of appeal. 

Form of verification. 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 

22-A. An appeal to the Commissioner for a reference 
to a' Board of Referees shall, in cases falling under sub- 
section (2) of section 23-A, be in form F, and, in cases 
falling under sub-section {2) of section 23-A, be in Form 

G. 


To 


Form F. 


The Com m issioner of Income-tax, 

The day of 19 . 

The petition of sheweth as follows : — 

1. The Income-tax Officer of , with 

the previous approval of the Assistant Commissioner of 
has passed an order dated 

of which a copy is attached under sub-section (2) of section 
23-A of the Indian Income-tax Act, 1922, that the sum 
payable as income-tax by the firm /association 
Imown as 
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shall not be determined and that the share of your peti- 
tioner in the profits and gains of the said firm/associa- 
tion shall be included in his total income for the purpose 
of assessment; and a notice of the said order has been 
served upon your petitioner on the day of 

2. Your petitioner, being aggrieved, for the reasons 
stated below, by the order of the Income-tax Officer,, 
prays that the said order may be set aside. 

Signed 

f 

Grounds of appeal. 

Form of verification. 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 

Form G. 

To 

The Commissioner of Income-tax, 

The day of 19 

The petition of • sheweth as follows : — 

1. The Income-tax Officer of , with the' 

previous approval of the Assistant Commissioner of 

has passed an order dated 

of which a copy is attached under sub-section {2) of sec- 
tion 23-A of the Indian Income-tax Act, 1922, that the 
sum payable as income-tax by the company known as the- 

shall not be determined and that the 
proportionate share of your petitioner in the profits and 
gains of the said company shall be included in his total 
income for the purpose of assessment; and a notice of the 
said order has been served upon your petitioner on the- 
day of 

2. Your petitioner, being aggrieved, for the reasons- 
set out below, by the order of the Income-tax Officer,, 
prays that the said order may be set aside. 

Signed 
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Grounds of appeal. 

Form of verification. 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 

23. (1) In the case of income derived in part from P, 2, 
agriculture and in part from business an assessee shall 
be entitled to deduct from such income the market value 
of any agricultural produce raised by him or received 
by him as rent in kind which he has utilized as raw 
material for the purposes of his business or the sale 
receipts of which are included in the accounts of hisi 
business. The balance of such income shall be deemed 
to be income derived from the business and no further 
deduction shall be made therefrom in respect of any 
expenditure incurred by the assessee as a cultivator or 
receiver of rent in kind. 

(2) For the purposes of sub-rule (1) “market value”- P. 2. 
shall be deemed to be : — 

(a) Where agricultural produce is originally sold 

in the market in its raw state, or after ap- 
plication to it of any process ordinarily 
employed by a cultivator or receiver of rent 
in kind to render it fit to be taken to market, 
the value calculated according to the average 
price at which it has been so sold during 
the year previous to that in which the 
assessment is made. 

(b) where agricultural produce is not ordinarily 

sold in the market in its raw state, the 
aggregate of — 

(1) the expenses of cultivation; 

(2) the land revenue or rent paid for the area 

in which it was grown; and 

(3) such amount as the Income-tax officer 
finds, having regard to all the circum- 
stances in each case, to represent a 
reasonable rate of profit on the sale of the 
produce in question as agricultural 
produce. 


i 
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P. 141. 


P. 141. 


P. 141. 


P. 141. 


P. 141. 


24. Income derived from tlie sale of tea grown and 
manufactured by the seller in British India shall be 
computed as if it were income derived from business, and 
40 per cent, of such income shall be deemed to be income, 
profits and gains liable to tax : 

Provided that in computing such income an allowance 
shall be made in respect of the cost of planting bushes in 
replacement of bushes that -have died or become perma- 
nently useless in an area already planted, unless such 
area has previously been abandoned. 

25. In the case of Life Assurance Companies incor- 
porated in British India whose profits are periodically 
ascertained by actuarial valuation, the income j profits 
and gains of the Life Assurance Business shall be the 
average annual net profits disclosed by the last preceding 
valuation, provided that any deductions made from the 
gross income in arriving at the actuarial valuation which 
are not admissible for the purpose of income-tax assess- 
ment, and any Indian income-tax deducted from or paid 
on income derived from investments before such income 
is received, shall be added to the net profits disclosed by 
the valuation. 

26. Rule 25 shall apply also to the determination of 
the income, profits and gains derived from the annuity 
and capital redemption business of life assurance com- 
panies the profits of which can be ascertained from the 
results of an actuarial valuation. 

27. If the Indian income-tax deducted from interest 
on the investments of a company exceeds the tax on the ' 
income, profits and gains thus calculated, a refund may 
be permitted of the amount by •which the deduction from 
interest on investments exceeds the tax payable on such 
income, profits and gains. 

28. In the case of other classes of insurance business 
(fire, marine, motor car, burglary, etc.) of a company 
incorporated in British India, the income, profits or gains 
shall be determined in accordance with the provisions of 
the Act subject to the allowance specified in the rule next 
following. 

29- If in the ordinary accounts of any insurance busi- 
ness other than Life Assurance. Annuity, or Capital 
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Redemption Business carried on an Insuranco Com- 
•pany any amount is actually charged against the receipts 
for "the "sole purpose of forming a reserve to meet out- 
standing liabilities or unexpired risk in respect of policies 
which have been issued (including risk of exceptional 
losses) and is not used for any other purpose such amount 
ma}’- be treated as expenditure iiicurred solely for the 
purpose of earning the profits of the business. 

30. Any amount either written-off in the accounts or 
■through the Actuarial Valuation Balance Sheet to meet 
depreciation of, or loss on securities or other assets, or 
which is carried to a reserve fund formed for that sole pur- 
pose and not used for any other purpose, may be treated 
as expenditure incurred solely for the pui’pose of earning 
the profits of the business. Any sums taken credit for in 
'the accounts or Actuarial Valuation Balance Sheet on 
account of appreciation of or gains on the securities or 
-other assets shall be deemed to be income chargeable to . 
tax subject always to deduction of such portion thereof 
as has been otherwise taken into account in calculating 
‘the income, profits or gains. 

31. The income, profits and gains of companies carry- 
Ang on Dividing Society or Assessment business shall be 
•taken at 15 per cent, of the premium income in the pre- 
wious year and, in the case of non-resident companies, at 
15 per cent, of the Indian premium income in the previous 
year. 

32. Notwithstanding anything contained in rules 25 P. 141, 
"to 31, the total income, however, of an insurance company 
carrying on more than one class of business shall be deter- 
mined by its aggregate income from all classes of busi- 
nesses. 

33. In any case in which the Income-tax Officer is of P. 111. 
opinion that the actual amount of the income, profits or 
-gains accruing or arising to any person residing out of 
British India whether directly or indirectly .through or 

from any business connection ‘in British India cannot be 
-ascertained, the amount of such income, profits or gains 
for the purposes of assessment to income-tax may be cal- 
culated on such percentage of the turnover so accruing or 


I 
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arising as the Income-tax Officer may consider to he rea- 
sonable, or on an amount which bears the same proportion- 
to the total profits of the business of such person (such- 
profits being computed in accordance with the provisions 
of the Indian Income-tax Act) as the receipts so accruing 
or arising bear to the total receipts of the business, or in 
such other manner as the Income-tax Officer may deem* 
suitable. 

p 34. The profits derived from any business carried om 

r. 111. manner referred to in section 42 {2) of the Act may- 

be determined for the purposes of assessment to income- 
tax according to the preceding. rule. 

P. Ill, 35. The total income of the Indian branches of non- 
141 , resident insurance companies^ (Life Marine, Fire, Ac- 
cident, Burglary, Fidelity Guarantee, etc.), in the absence- 
of more reliable data may be deemed to be the proportion 
of the total income, profits or gains, of the companies, 
corresponding to the proportion which their Indian- 
premium income bears to their total premium income. 
For the purpose of this rule, the total income, profits or 
gains of non-resident Life Assurance Companies whose- 
profits are periodically ascertained by actuarial valuation' 
shall be computed in the same manner as is prescribed in 
rule 25 for the computation of income, profits and gains- 
of Life Assurance Companies incorporated in Britisln 
India. 

P. 116. 36. In the case of a person resident in British India, 

an application for a refund of income-tax under sections 
48 of the Act shall be made in the following form : — 

A'p'plication for refund of income-taoo . 

I, , of 

do hereby state that' my total income computed in accord- 
ance with section 16 of the Indian Income-tax Act, XI of 
1922, accruing or arising or received in British India, or 
deemed under the Act to accrue or arise or to be received' 
in British India, during the year- ending on the 31st 
March 19 , amountedTo-Rs.. only. 
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I therefore pray for a refund of 


Rs. 

under 

“Salaries”. 

(The poifcioD 
not require 




should he 

Rs. 

under 

“Securities”. 

scored out,) 

Rs 

under 

“Dividends from companies”. 

- 

Rs. 

under 

“Share of profits of thn 



registered firm” known as of which 

I am a partner. 


Signature 


I hereby declare that I am resident in British Tndia^ 
' and that what is stated in this application is correct. 


Bated 


19 


Signature 


36-A (a). In the case of a person not resident in British p. 116. 
India, an application for a refund of income-tax under 
section 48 of the Act shall be made in the following 
form : — 


A'p'plication for refund of income-tax. 


I, , of 

residing at in (country) 

do hereby state that niy total income computed in accord- 
ance with section 48 ('4y of the Indian Income-tax Act, 
1922, during the year ending on the 31st March 19 , 

amounted to Rs. only, as per return enclosed. 

1 2 
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I therefore 

pray for a refund of 


Es. 

under '‘Salaries”. 

^The portion 
not required 

Es. 

under "Securities”. 

sliould bo 
scored out.) 

Es. 

under "Dividends from companies”. 


Es. 

under "Share of profits of the regis- 


tered known as of which 

/ * 

I am partner. 

I 


Signature 

I hereby declare that I am a British subject, (see 
note 2) /subject of State being a State in India. I 
also declare that what is stated in this application is 
correct. 


Dated 


19 


Signature 


Sworn before me (Name) 

Pesignation Signature at on 



Note 1. — The above . declaration shall be sworn (a) before a Justice of 
the Peace, a Notary Public or Commissioner of ^ Oaths if the applicant for 
refund resides in any part of His Majesty’s Dominions outside British India, 
(if) before a Magistrate or other official of the State grf a Political Officer 
if he resides in a State in India, (c) before a British Consul ifi he resides 
elsewhere. 

Note 2. — * ‘British subject” means a person who is a natural-born British 
subject, or a person to whom a certificate of naturalization has been 
granted. 

(&) An application for such a refund from a person 
not resident in British India who has made a similar ap- 
plication as a non-resident in the preceding year shall, 
unless the •Income-tax Officer directs in any particular' 
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case that the application be made in the form prescribed 
in sub-rule {a), be made in the following form : — 

A'p'plication for refund of income-tax. 

I, of residing at 

ili (country) do hereby state that my total 

income computed in accordance with section 48 {Jf) of the 
Indian Income-tax Act, 1922, during the year ending on 
the 31st March 19 , amounted to Rs. oiily? as per 

return enclosed. 


I therefore pray for a refund of 


Rs. 

under 

Rs. 

under 

Rs. 

under 

Rs. 

under 

tered firm” 

known as 


T am a partner. 


“Salaries”. 

“Securities”. 

“Dividends from companies”. 

“Share of profits of the regis- 

of whicK 


(The portion 
not required 
should he 
scored out.) 


Signature 

I hereby declare that I am a British subject (see 
note) /subject of State being a State in India. I 

also declare that what is stated in this application is 
correct and that I duly apjDlied for a similar refund as 
a non-resident last year. 

Bated 19 


Signature 

Kote. — ”Britishi subject” means a person %vho is a natural-born British 
subject, or a person to whom a certificate of naturalization has been granted. 

37. The application under rule 36 shall be accom- 
panied by a return of total income in the form prescribed 
under section 22 unless the applicant has already made 
such a return to the Income-tax Officer. 

37-A. The application under Rule 36-A shall be ac- 
companied by a return of total income in the following 
form the details of Part I of which but not the total may 
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be omitted if tlie person has already submitted a return 
under section 22 {2) for the same year ; — 

Part I. 

Statement of total income accruing or arising or received, 
in British India, or deemed under the Act to accrue 
or arise or to he received in British India, during 
the 'previous 'year, 

1 2 3 ' 

Amount of Tax 
profits or gains already 
Sources of income. - or income charged 

I during the on the 
i previous year, income. 


Rs. A. Rs. A. 

1. Salaries (including wages, annuity, 

pension, gratuity, foes, com- 
mission, allowances, perqui- 
sites, including rent-free quar- 
tei's) or profits received in lieu * 
of, or in addition to, salary or 
wages ..... (See Note 1) 

1»A. The contributions made by an 
employer to the account in a 
recognised provident fund of 
the person making the return. 

1-B. The ixiterest accruing to the 
account mentioned in 1-A which 
is not exempt from income-tax 
[Section5S-F (2)] , . • • 

2. Interest on securities {including 

debentures) already taxed . - (See Note 2) 

3. Interest on securities of the Govern* 

memi of India or of Local Govern- 
ments declared to be income-tax 
free ..... (See Note 3) 

4. Property as shown in detail i Schedule 

A . . . . . . (See Note 4) 

■5. Business, trade, commerce, manu- 
facture, or dealings in property, 
shares or securities (details as in 
note 5) . . . . • (See Note 5) 

•6. Profession ..... (See Note 6) 

V. Biiddends from companies . . (See Note 7) 

'8. Interest on mortgages, loans, fixed 
deposits, current accounts, etc., 
not being income from business 
9. Ground rent .... 

10. Any source other than those men- 
tioned above including any in- 
come earned in partnership with 
others . . . . . (See Note 8) 


Total 
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Part II. 

Statement of total income, 'profits and gains in the pre~ 
'oious year, arising, accruing or received out of 
British India, which if arising.^ accuring or received 
in British India, would he included in the cornputa- 
tion of total income under section 16 . 


NTame of 
K^ountry. 

Sources of income. 

Amount of 
profits or 
gains 
or mcome 
during the 
previous year. 

i 

j 

1* Salaries . 

(See Note 10) 

Ks. 


1 



2. Securities 
* 

(See Note 11) j 



1 . : i 



3. Property , , . . . (See Note 1 2) 




4. Business ..... (SeeXotelS) 


5, Profession ..... (See Note 14) 


6. Dividends from companies . , (See Note 15) 

* 


7. Interest on securities other than in 
item 2 above, mortgages, loans, 
fixed deposits, current accounts, 
etc., not being income from business(See Note 16) 
* 


S. Ground rent . 


0. Any source other than those men- 
tioned above including any income 
earned in partnership with others , (See Note 17) 


Total 


Total as per Part I . 
Total as per Part II 
Grand total 


*The figures for each country' should be separately shown. 
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Y erification. 

I declare that to the best of my knowledge and belief 
the information given in the above statement is correct 
and complete, that the amounts of income shown are truly 
stated and relate to the year ended and that no- 

other income accrued or arose or was received by melthe- 
firm during the said year and that I/the firm have no- 
other sources of income. 


Dated 


Siqnature 

19 


iy./?. — (a) Income accruing to you outside British India received in British 
India, should be entered in Part I and not in Part II, 

[h] All income from whatever source derived must be entered in the form 
inclucling income received by you as a partner of a firm. 

(c) “Previous year” means the twelve months ending on the 31st day 
of March next preceding the year for which the assessment is to be made, 
or, if the accounts of tlie assessee have been made up to a date within tho 
said 12 months in respect of a year ending on any date other than the 
said olst day of March, then at the option of the assessee the year ending- 
on the day to which his accounts have so been made up, 

I^OTE 1. — ^In column 2 should be shown the gross amount of salary and 
not the net amount after deductions on account of income-tax, provident 
funds, etc. 


Note 2 — “Interest on securities” means the interest on promissory notes 
or bonds issued by the Government of India or a Local Government, or the 
interest on debentures or other securities for money issued by or on behalf of^ 
a local authority or company. Where in come- tux ha’^ been deducted from 
the interest, or where the interest has been paid income-tax free, the amount 
of tax so deducted or paid should be added to the amount of interest actually 
received, and the gross amount so arrived at should be entered in column 2 
of the statement. The term “interest on securities” does not include interest* 
on fixed deposits or mortgages or other loans, which have to be shown under 
heading 8. 

The interest on securities of the Government of India or of Local Govern- 
ments declared to be income-tax free should bo shown under head 3. Those 
which are not declared to be income-tax free should be included under this* 
head. 

Entries under this head must be supported by the certificate issued by 
the pei'son or company paying the interest under section 18 (P) of the Act., 


Note 3.— (a) The income-tax ^ payable on the interest receivable on a 
security of a Local Government issued income-tax freo is payable by tho Local 
Government and not by the holder of the security. 

(t>) Only the interest on security of the Government of India or of a Local 
Government declared to be income-tax free should be entered against this- 
head. Such interest will not be charged to income-tax but it must be in- 
cluded in the statement of total income in order to ascertain the rate of‘ 
income-tax chargeable on other income. It \$ cliargccihle to su'per-tax, 

(c) Particulars of any interest on securities issued by other authorities and* 
stated to be free of income-tax should be entered against head 2, as income- 
tax on such interest is actually paid by these authorities on behalf of the 
recipients. 
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Income, 'profits or gains from husiness, trade, commerce — contd. 


Ks. 


AS. 


Add — ‘Any amount debited in the accounts in respect of — | 

9. Interest on the proprietor’s or partner’s capital, including 
interest on reserv’O or other funds . . ‘ . 

10. Losses sustained in former years .... 

’ll. Losses recoverable under an insurance or contract of in- 
demnity ......... 

’12. Depreciation of any of the assets of the business. 

13. Private or personal expenses and expenses not incurred , 
solely for the purpose of earning the profits . 

Totai* . .! 


-Deduct — Any profits included in tno account already charged to Indian 
Incoms-tax and tho interest on securities of the Govern- 
ment of India or of Local Governmonts declared to bo 
Income-tax free. 


Balance 


(Signature of tho person making the return.) 


Dated 193 . 

(6) Where you do not keep your accounts in such a form, you must file a 
statement showing how you arrive at the taxable profits, t.c., showing details 
of the gross receipts and of the expenditure you propose to set against those 
receipts. No deductions arc permissible on account of — 

(f) Pi'operty owned and occupied by the owner of a business for the 
purposes of a business; 

(tf) Additions to, or alterations, extensions, or improvements of, any 
of the assets of the business; 

(t?i) Interest on the capital of the proprietors or partners of the 
business ; 

(iv) Bad debts not actually written off in the accounts; 

(v) Losses sustained in previous years; 

(vi) Beserves of any kind; 

\{vii) Sums paid on account of the income-tax or super-tnx or any^ tax 
levied by a local authority other than local rates or municipal 
taxes in respect of tlie portion of the premises used for the pur- 
pose of the business ; • 

^{viii) Any expenditure of the nature of charity or a present; 

iix) Any expenditure of the nature of capital; 

(a;) Any loss recoverable under an insurance or a contract of 
indemnit}’' ; 

(aJi) Depreciation of any kind other than that specified in the Act; 

Drawings or salaries of the proprietors or the partners; 

{xiit) Private or personal expenses of the nssessee; 

i(xlv) Any expenditure of any kind which is not incurred solely for the 
purpose of earning the profits. 
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If YOU hav<^ includ^'di nnv ruch in your o\p^’ntIitiuc in yonr ItxAyS, 

yon miin oxdnrlo thr-m Irom tin expenditure foi the purpo-.’ of 

i^rrivinc: at ynur taxable profits. 

' (c) You are also required io nllach a slaienKrit shovrini: thf' sum- chnrpred 
in your account*; under the provisions of sect ion 58-K. (5). 

Xorn 6.— The income, profits or gains shall be computed after mabing 
alloYMuee for any expenditure (not beirig in the nature of capital c^pendl* 
■lure) incurred sclclv for the purJ^o^o of such profession cr xov'atioiu j»i‘u%inod 
ihni no allowanre is made on account of any of your personal expenre^, 
Profes<;innnl fees rcceiwd by you iit anj* part of India (%vhC‘ther \vilhin iJrUisli 
India or not) must be included by you ui your receipts. 


Xorn 7. — Income-tax charceable on the profit^' of companies is paid by the 
rompanii'S, so that the dividends received by shareholders represents the net 
amount remaining after any income-tax duo by the company has liocn paid. 
This amount should be entered in column 2 of the statement. The propor- 
tionate tax will be added in the Income-tax ofnee. 

If the rate of tax applicable to your total income is less lliau the rale of 
income-tax applicable to the profits or gains of the company at the tinio ox 
the declaration of such dividends, you may, by attaching" the cornpanyV »vrli- 
ficalc received with the dividends, have the excess collected on yonr dividends 
from the company set again^-t the tax payable by you on yonr other income 
instead of Iiaving to apply separately for a refund. 

Where a company derives a part of its profits in British India and part 
outside British India, such portion of its dividend as is payable out of pro- 
fits taxable in British India should be shown in Part I under item 7 and the 
balance in Part II under item 6. 


Noth 8. — Agricultural income from land not paying land revenue or local 
rates to an authority in British India should be included under this licnd or 
under income from business accordiuc: to circumstance^. 

Page 123— 

For Note 0 svbstiUite the follo\\ang 


bati B in rt’Bprct nf itiBumncc prrmift or of n contract for annuity 
. - * .. iiTirlnT' cnr'fjnYi ilR A 


allrwod in conrirctiun with o claim for refund under section 48. 


Note 0. — 

CmilM t b'' IlllcWi vj lu — ' " .1 r X 

B parat- claim should ho made oitlv r for their allowance in the course of assossment 
or for a n fund under eection 48-A.” 


Noth 10, — Under this head should be sliown interest on .securities issued by 
•deduciion.s on account of income-tax, should be shown. 


Noth 11. — ^Undcr this head should be shown interest on securities is'^ued by 
Die Government of India or a Local Government or a local authority in India 
•on winch interest is paid or payable outside British India, and Die interest 
on^ debenture.s of companies operating in India paid or payable outside 

’British India. For this purpose ^‘Company*’ means company as defined 
in the Indian Companies Act, 1913, or formed in pursuance of an Act of 
Parliament or of Poyal Charter or Letters Patent, or of an Act of the Leas- 
iatuve of a British possession, and includes any foreign ns.socialion carryinir 
on business in British India whether incorporated or not, and whether * its 
nrincipal place of bu<=incss is situate in Britisli India or not, which the 
'Central Board of Pevenue may, by general or special order, declare to be a 
company for the purpo‘*es of this Act’*. Interest on nil oDier ‘securities should 
ho shown under item 7— -see Note 16. Interest .'should be shovai 

gross if foreign tax^ is deduoted therefrom after the a-«;c««ee rec*'‘ivcs the 
interest ; if the lax is deducted at source, the net interest received slionid 
A)Q shown. 



R. S7-A.~ 39. ] 
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Note 12. — See instructions in Note 4^ 


Note 13. — The details should be given as explained* in Note 5, but there 
will be no “deduct** entry on account of profits included in the amount 
already charged to Indian income-tax and the interest on securities of tho 
Government of India or a Local Government in India declared to be income- 
tax free. 


Note 14. — This should show professional fees received outside British* 
India. 


Note 15. — The figure to be shown here is the amount actually received by 
the shareholder irrespective of whether the dividends are declared free of tax 
or not. 

Where a company derives a part of its profits in British India and part 
outside British India, such portion of its dividend as is payable out of pro- 
fits taxable in British India should be showm in Part I under item 7 and the 
balance in Part II under item 6. 


Note 16. — This head will include inter alia interest on all .securities other 
than those entered in item 2, sec Note 11. Interest should bo .shown gross 
It foreign tax is deducted therefrom after the assessoc receives the interest; 
if the tax is deducted at source, the net interest received should 
be shown. 


P. 116. 


P.i: 


Note 17. ^Agricultural income from land and not included in Part I should 
be shown under this head. 


38. Where the application under rule 36 or rule 36-A 
is made in respect of interest on securities or dividends 
from companies, the application shall be accompanied by 
the certificate prescribed under section 18 (9) or section 
20, as the case may be. 


Page 124 — 

At the end insert the following : 

“ 39-A. An application under section 48-A shall be made s 

follows ; — . 1 T 

(a) If the applicant is resident in British India, to the Income 

^ ^ tax Officer of the district in which the appheant IS charge 

able directly to income-tax, or, if he is not chargeab 
directly, to the Income-tax officer of the district m whic 
he ordinarily resides ; 

(b) if the applicant is resident outside British Inffi^ to tl 

Inoomttax Officer appoinlcd by the Central Board . 
Bevenue.” 


U\ UilO VyCilUiCti UX XVitJ V t5IlUG . 
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[ R. 40-43. 

40. [An application for refund , of income-tax under P. ISO. 
section 49 of the Act shall be made in the following 

form : — 

'A'p'plication for relief from double income-tax under 
section 49 of the Indian Income-tax Act, 1922. 

1 5 of , do hereby state 

that I have paid United Kingdom income-tax and super- 
tax amounting to £ for the year ending 19 

on an income of £ and that Indian income-tax / in- 
come-tax and super-tax of Rs. has also been paid 

on the same income/ income from the same source amount- 
ing to Rs. .1 have obtained relief under the 

provisions of section 27 of the English Finance Act, 1920, 
at the rate of see attached certificate from the 

Inspector of Taxes I now pray for a further relief 

at the rate of amounting to Rs. under 

section 49 of the Indian Income-tax Act, 1922, to which 
I am entitled. My income from all sources to which this 
Act applies during the “previous year” ending on the 
19 amounted to Rs. 

■onl}' — see Return of income attached/ already submitted. 

Signature 

I hereby declare that what is stated herein is correct. 

Signature 

Dated 19 

41. The application under rule 36 or rule 40 may be 
presented b}'- the applicant in person or through a duly 
-authorized agent or may be sent by post. 

42. A return shall be furnished by the jDrincipal officer 
of a Company under section 19-A in respect of a dividend 
or aggregate dividends if the amount thereof exceeds 
Rs. 5,000. 

42- A. A return shall be furnished by the person 
■responsible for paying interest not being interest on secu- 
rities in respect of amounts of interest or aggregate 
interest exceeding Rs. 1,000. 

43. The return by the principal officer of a Company 
iunder section 19-A shall be in the following form and 



R. 43. ] 
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shall be delivered to the Income-tax Officer who assesses- 
the company ; — 

Return under section 19- A of the Indian Income-tax Act, 
1922, for the year 1st A'pril 19 31st March 19 . 

Name of Company 
Address of Company 

(1) Resident Shareholders/Non-Resident Share- 
holders. 


Serial 

number. 


Address 

Date of 

(2) Arr-oimt of 
dividends 

1 

Xame of oholdcr. | 

of 

shareholder. 

1 

declaration 
of dividends. 

Net. 

1 

, Gress. 

[ 

1 

2 

3 

4 

5 

6 



! 

1 


Ks, i 

1 ns. 


! 

i 

i 

1 

1 

j 

1 

1 

[ 1 

t 

i 


j 


I, , the principal officer of the 

Company, hereby certify that the above statement con- 
tains a complete list of the resident/Non-resident share- 
holders of the Company to whom a dividend or aggregate 
dividends exceeding Rs. 5,000 was or were distributed in 
the period from the 1st ^April 19 to the 31st 
March 19 

Dated 19 . 

Signature 

Note 1. — Separate forms should be used for resident and non-resident 
shareholders. 

Note 2. — ^\Vhere dividends are issued ‘‘free of income-tax*', the figure to 
be entered in column 5 is the sum actually paid, and the figure to be entered 
in column 6 is the aggregate of the sum so paid and the amount of income-tax 
payable by the Company in respect of the dividends. 
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[ R. 43-A. 


43-A. The return under section 20-A shall be in the 
following form and shall be delivered to the Income-tax 
Officer in whose jurisdiction the person responsible for 
paying interest resides : — 


Return under section 20-A of the Indian Income-tax A ct, 
1922, for the year 1st April' 19 to 31st March 

19 

JSlame of payer. 

Address of payer. 


Serial 

No. 

Name of payee. 

Address 

of 

payee. 

Date 

of 

payment. 

Amoxint 

of 

interest 
or aggre- 
gate 
interest. 












I hereby certify that the above statement contains a 
complete list of persons to whom interest or aggregate* 
interest exceeding Rs. 1,000 was paid during the period 1st 
April 19 to 31st March 19 . 


Signature 


• 44. Omitted. 
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JEINANCE DEPARTMENT (CENTRAE REVENUES). 

Notification No. 9, dated the Wth March, 1930. 

In exercise of the powers conferred by Chapter IX A 
of the Indian Income-tax Act, 1922 (XI of 1922), the 
■'Governor General in Council is pleased to make the 
following rules, the same 'having been previously published 
-as required by sub-section (2) of section '58-L read with 
-sub-section (4) of section 59 of the said Act : — 

1. These rules may be called the Indian Income-tax 
(Provident Funds Relief) Rules. 

2. In these rules, “section” means a section of the 
Indian Income-tax Act, 1922 (XI of 1922). 

3. The contributions made 'by employees after the 
date of recognition of a provident fund and the interest 
•on the accumulated balances of such contributions, shall 

be wholly invested in securities of the nature specified 
in clause (a), (5), (c), {d) or (e) of section 20 of the Indian 
Trusts Act, 1882, and payable both in respect of capital 
and of interest in British India. 

4. (2) Withdrawals by employees shall not be allowed 
’•by the trustees except on special grounds in the following 
• circumstances or circumstances of a similar nature — 

ip) to pay expenses incurred in connection with the 
illness of a subscriber or a member of his 
family; 

(5) to pay for the passage over the sea of a 
subscriber or any member of his family; 

(c) to pay expenses in connection with marriages, 
funerals or ceremonies which by the religion 
of the subscriber it is incumbent upon him 
to perform and in connection with which 
it is obligatory that expenditure should be 
incurred ; 

■{d) to meet the expenditure on building or pur-^ 
chasing a 'house or a site for a house pro- 
vided that such house or site is assigned to 
the trustees of the fund; 
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{e) to pay premia on policies of insurance on tils' 
life of the subscriber or of bis wife provided 
that the policy is assigned to the trustees 
of the fund and that the receipts granted 
by the insurance company for the premia 
are from time to time banded over to the- 
trustees for inspection by the Income-tait 
Officer. 

{2) For the purposes of sub-rule (I) “Family” means 
any of the following persons who reside with and are 
wholly dependent on the employee, namely ; — ^tbe 
employee’s wife, legitimate children, step children, 
parents, sisters and minor brothers. 

{3) No such withdrawal shall exceed (1) the pay of the 
employee for three months, or, in the case of a withdrawal 
for the purpose specified in clause {d) of sub-rule {!) six 
months at the time when the advance is granted, or (2) the 
total of the accumulation of exempted contributions and 
exempted interest contained in the balance to the credit 
of the employee whichever is less. 

(4) A second withdrawal shall not be permitted until 
tile sum first withdrawn has been fully repaid. 

5. (I) Where a withdrawal is allowed for a purpose- 
specified in clause {d) or clause {e) of sub-rule (i) of rule 4r 
the amount withdrawn need not be repaid. 

{2) Where a withdrawal is allowed for any other pur- 
pose the amount withdravra shall be repaid in not more- 
than twenty four equal monthly instalments and shall 
bear interest in accordance with rule 6 and no further 
withdrawal shall be permitted until repayment has been 
effected in full. 

6. In respect of withdrawals which are repaid in not 
more than 12 monthly instalments, an additional instal- 
ment of 4 per cent, of the amount withdravm shall be 
paid on account of interest; and in respect of withdrawals 
which are repaid in more than 12 monthly instalments 
two such instalments of 4 per cent, of the amount with- 
drawn shall be paid on account of interest : 

Provided, however, that at the discretion of the 
Trustees of the Fund, interest may be recovered on the 
amount withdrawn or the balance thereof outstanding 

j 
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from time to time at 1 per- cent, above the rate which is 
pajmble for the time being on the balance in the fund at 
the credit of the member. 

7. The employer shall deduct such instalments from 
the employee’s salary, and pay them to the Trustees. The 
deductions shall commence from the second monthly pay- 
ment made after the withdrawal or in the case of an em- 
ployee on leave without pay from the second monthly pay- 
ment made after his return to duty. 

8. In case of default of repajrment of instalments 
under rules 6 and 7, the Commissioner of Income-tax mav 
at his discretion order that the amount of the withdrawal 
or the amount outstanding shall be added to the total in- 
come of the employee for the year in which the default 
occurs and the Income-tax Officer shall assess the employee 
accordingly. 

9. Notwithstanding anything contained in rules 4 to 
8, it shall be open to the trustees of a recognised provident 
fund to permit the withdrawal of ninety per cent, of the 
amount standing at the credit of an employee if the em- 
ployee takes leave preparatory to retirement, provided 
that if he rejoins duty on the expiry of his leave he shall 
refund the amount drawn together with interest at the 
rate allowed by the fund. 

9-A. Where the accounts of a recognised provident 
fund are kept outside British India, certified copies of 
the accounts shall be supplied not later than the 15th 
June in each year to a local representative of the employer 
in British India : 

Provided that the Income-tax Officer may in any year 
appoint a date later than the 15th June as the date by 
which the certified copies shall be supplied. 

10. (1) An application for recognition shall be made 
by the employer maintaining the fund for which recog- 
nition is sought and shall be accompanied by the follow- 
ing documents ; — 

(a\ the trust deed if an}’’ in original with one copy 
thereof, the latter to be retained by the 
Commissioner, and 

(6) the rules of the fund : 



Provided that if the original of the trust deed cannot 
conveniently be produced, it shall be open to the Commis- 
sioner of Income-tax to accept in lieu of the original a 
copy certified either by a Magistrate or in any manner 
specified in rule 7 of the Indian Companies Pules, 1914, 
in which case an additional copy shall be furnished for 
retention by the Commissioner. 

(£) The application shall be submitted through the 
Income-tax Officer of the area in which the accounts of the 
funds are kept, or, if the accounts are kept outside India, 
through the Income-tax Officer of the area in which the 
local headquarters of the employer are situate. 

(S) The application shall contain the following in- 
formation : — 

(a) Name of employer and address, his business, 

profession, etc., also his principal place of 
business. 

(b) Number of employees subscribing to the fund — 

(i) in British India; 

(n) in Indian States; 

(in) outside India. 

(c) Place where the accounts of the fund are or 

will be maintained. 

(d) If the fund is already in existence — 

(i) a copy of the last balance sheet of the fund, 
where such is maintained, 

(ii) details of investments of the fund. 

(4) A verification in the following form shall be 
annexed to the application. 

Form of Verification. 

We/I, the trustee (s) of the abovenamed fund, do 
declare that what is stated in the above application is 
true to the best of our information and belief, and that 
the documents sent herewith are the originals or true 
copies thereof. 
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11. Where an employee of a company owns shares in 
the company with a voting power exceeding ten per cent, 
of the whole of such power the sum of the exempted con- 
tributions of the employee and employer to the recognised 
provident fund maintained by the company shall not exceed 
Rs. 250 in any month. 

12. If an employee assigns or creates a charge upon 
his beneficial interest in a recognised provident fund, the 
Income-tax Officer shall, on the fact of the assignment or 
charge coming to his knowledge, give notice to the em- 
ployee that if he does not secure the cancellation of the 
assignment or charge within two months of the date of 
receipt of the notice the consideration received for such 
assignment or charge shall be deemed to be income receiv- 
ed by him in the year in which the fact became known to- 
the Income-tax Officer and shall be assessed accord- 
ingly. 

13. If the Commissioner withdraws recognition from' 
a recognised provident fund, the balance to the credit of 
each employee at the end of the financial year prior to the- 
date of the withdrawal of recognition shall be paid to him 
free of income-tax and super-tax at the time when such 
employee receives the accumulated balance due to him. 
The remainder of the accumulated balance due to him' 
shall be liable to income-tax and super-tax as if the fund 
had never been recognised. 

14. Before withdrawing recognition, the Commis- 
sioner of Income-tax shall give an opportunity to the- 
employer and the trustees of the fund to show cause why 
recognition should not be withdrawn. 


FINANCE DEPARTMENT (CENTRAL REVENUES)'. 

Notification No. 10, dated the 15th March, 1930. 

In pursuance of sub-section {2) of section 58-F of the- 
Indian Income-tax Act, 1922 (XI of 1922), the Governor 
General in Conncil is pleased to fix six per cent, as the- 
rate referred to in the said sub-section. 
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CENTEAL BOAED OF EEVENUE. 

'Notification No. 12, dated the 15th March, 1930. 

In exercise of the powers conferred by Chapter IX-A 
and by section 59 of the Indian Income-tax Act, 1922 
(XI of 1922), the Central Board of Eevenue is pleased to 
make the following rules, the same having been previously 
published as required by sub-section {!) of section 58-L 
read with sub-section (4) of section 69 of the said 
Act : — 

1. These rules may be called the Indian Income-tax 
(Provident Funds Eelief) (Central Board of Eevenue) 
Eules. 

2. In these rules “section” ' means a section of the 
Indian Income-tax Act, 1922 (XI of 1922). 

3. An order according recognition to a provident 
fund shall take effect — 

{a) in cases where the application for recognition 
has been received by the Commissioner of 
Income-tax before the 31st May 1930 — on 
31st March 1930; 

(6) in other cases — on the last day of the month 
« in which the order is made, or, at the request 

of the employer, on the last day of 
any later month in the same financial 
year. 

4. An appeal under sub-section (5) of section 58-B 
shall be in the following form and shall be varified in the 
manner indicated therein : — 

Form of a'p'peal against non-recognition of a Provident 
Fund by a Commissioner of Income-tax. 


To 


The Central Board of Eevenue. 

The petition of employer (s) 

carrying on business, profession or at 

Your petitioner (s) applied to the Commissioner of 
Income-tax under section 58-B of the Indian Income-tax 
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Act, 1922, for the recognition of the provident fund main- 
tained by them (him) for the benefit of their (his) em- 
ployees. The Commissioner of Income-tax has refused 
recognition for the reasons stated in his order dated 
of which a copy is attached. 

For the reasons set out below your petitioner (s) 
submit(s) that the fund should be recognised; and pray(s) 
that the Central Board of Revenue may be pleased to 
accord recognition. 


Grounds of a'p'peal. 

We/I the petitioner(s) named in 

the above petition do declare that what is stated therein 
is true to the best of our /my information and belief. 

Signature 

Address of Appellant. 


Date 

5. The accounts of a recognised provident fund shall 
be prepared at intervals of not more than twelve months. 

6. An account shall be maintained for each subscriber ® 
td the fund in the following form : — 


y 



o >* 2 

O' *- S 

CJ c> c o « 

g-Sol^ 

S 



Cox pniJ Z 

*9) 'oinooni o:j stioi^IPPY 


*oX unmioo snmui 

OT uuinioo 


*TX tinintoo snnim 
6 uraujOQ ’suoi'jnqiiXTioo 


I *^5 'Ct 

^ ; % !?TJ TI numxoo 

Ch uj srans uo q69ja;ui 

g 

S oqi JOJ ^Juitis 

^ JO TIX9-1 Snipaao 
-xa (jou Buoj^^nqu^^uoo 




’8 pUT3 

9 Buinnioo •9S9i9:jur iti^ox 
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UT stuns uo jBOjajni 





•jD^oiduia ifq 
suoijnqiJjuoo JtqnSa'^ 


*8 uranpo 

UT sums uo qsaiajui 


•aa^oid 

-raa i£q suoijnqrijuoo ” 
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CJ±iS 
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7. An abstract, for the financial year or other appli- 
cable accounting period of the individual account of each 
employee participating in a recognised provident fund 
shall be furnished by the trustees to the Income-tax 
Officer of the area in which the employer conducts his 
business, profession or vocations, or to such other Income- 
tax Officer as the Commissioner may, in each case, direct, 
not later than the fifteenth day of June in each year. It 
shall be in the form prescribed in rule 6, but shall show 
■only the totals of the various columns thereof for the 
financial year or other accounting period. It shall also 
give an account of any temporary withdrawals by the 
employee during the year and of the repayment thereof. 

8. The account to be made under the provisions of sub- 
section (I) of section 58-J shall show in respect of each 
■employee(z) the total salary paid to the employee during 
the period of his participation in the provident fund, (zi) 
the total contributions, (zn) the total interest which has 
accrued thereon, and (/?;) so far as may be, the percentage 
of the employee’s salary in accordance with which contri- 
butions have been made by the employer and employee. 


CENTRAL BOARD OF REVENUE. 

Notification No. 35, dated the 12th July 1980. 

In exercise of the powers conferred by sub-section (7) 
of section 33-A of the Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of Revenue makes the follow- 
ing rules : — 

Rules. 

(!) The Commissioner of Income-tax on receipt of an 
appeal under section 33-A of the Indian Income-tax Act. 
1922, shall, unless, in pursuance of the proviso to sub- 
section (5) of that section, the appeal is withdrawn, ap- 
point a Board of Referees consisting of not less than 
three and not more than five members chosen by him, sub- 
ject to the provisions of sub-section (6) of that section, 
from a panel constituted and maintained by the Central 
Board of Revenue. 

(2) Appointments to, and resignations or removals 
from, the panel shall be published in the Gazette of India. 
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( 3 ) The names of the members chosen by the Commis- 
sioner shall be communicated to the appellant within one 
week of receipt of the appeal in the Commissioner’s office 
or of the decision of the Commissioner under section 33, 
as the case may be. 

(4) Within a period of 15 days from the receipt of the 
communication, the appellant may object, without giving 
any reasons, to the inclusion of any name or names in the 
Board, and submit the names of not less than five mem- 
bers of the panel to whom he will not object. 

(5) In the event of an objection to any name, the Com- 
missioner shall substitute a fresh name therefor, but shall 
not be bound to accept a name submitted by the appel- 
lant, and shall communicate it forthwith to the appellant. 

{ 6 ) The appellant may not subsequently object to the 
inclusion in the Board of any name submitted by 
himself. 

(7) The appellant shall be allowed one further period 
of fifteen days in which to object to names not originally 
included by the Commissioner nor submitted by 
himself. 

{ 8 ) If the appellant has twice objected to the constitu- 
tion of the Board proposed bj’’ the Commissioner, the 
Central Board of Revenue shall settle the composition of 
the. Board and the decision of the Central Board of 
Revenue shall be final. 

{ 9 ) The time and place of the first meeting of the 
Board shall be fixed by the Commissioner after consulting 
the members. The time and place of subsequent meetings 
shall be fixed by the Board and announced to the appellant 
and the Commissioner. 

{ 10 ) The members of the Board shall elect their own 
Chairman. 

(11) The decision of the Board shall be the decision of 
the majority of members present. All the members pre- 
sent shall sign the report, and any member who differs 
from the others may record a dissenting minute. Should 
there be an equality of votes, the Chairman shall have a 
casting vote. No decision of the Board which is signed 
by less than- half the members shall be valid. The pro- 
ceedings of the Board shall not be invalidated merely by 
reason of the absence of a member or his failure to sign 
the report of the Board. 
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CENTRAL BOARD OF REVENUE 


Notification No. Income-taco, dated the 7th May 
1932 . — In exercise of the powers conferred by section 5*9 
of the Indian Income-tax Act, 1922 (XI of 1922), read 
with paragraph 1 of Part 1-A of Schedule II to the 
Indian Finance (Supplementary and Extending) Act, 
1931, the Central Board of Revenue hereby makes the 
following rule, the same having been previously published 
as required by sub-section (4) of the said section, 
namely : — 

Rule. 

The notice of demand referred to in paragraph 1 of 
Part I-A of Schedule II to the Indian Finance (Supple- 
mentary and Extending) Act. 1931, shall be served in the 
following form ; — 

Notice of Demand under 'paragra'ph 1 of Part I-A of the 
Schedule to the Indian Finance {Sui^'plementary and 
E'xtending) Act, 1931. 


To 

1. You have been summarily assessed for the year 

to income-tax amounting to Rs. 
shown in the copy of the assessment form sent herewith. 

2. If you are dissatisfied with this assessment, you 
may apply to me within 30 days of the receipt of this 
notice for the cancellation or revision of the assessment. 
My orders on such application will be final, and 
will specify the time within which payment should then b» 
made. 

3. You may, however, also submit with such applica- 
tion a return of your income under section 22 (2) 
of the Indian Income-tax Act in the form attached 
for the purpose. If you do so, the demand now 
made will be cancelled and the assessment will be 
made under section 23 of the Act, and, subject to 
section 30 of the Act, an appeal will lie to the Assistant 
Commissioner. 
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4. If you do not present such an application (with or 

without a return) within the time specified in paragraph 
2, you must pay the amount of Es. on or 

before the to the officer in charge of the 

Government Treasury or Sub-Treasury/the Agent, Im- 
perial Banl?: of India, at 

For failure to do so, you will be liable to a penalty not 
exceeding the amount of tax. 

5. Chalans to be presented with the amount at the 
time of pajmient are attached. Should you lose them, 
you should apply to the Income-tax Officer for fresh ones. 

6. On payment you will be granted a receipt. 

Income-tax Officer. 


Circle. 


Dated 


193 
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ITOTES AND INSTEUCTIONS EEGAEDING THE INCOME- 

TAX LAW AND EULES. 

1. Extent of t^ic Act. IScciion 1 (S).] — (i) This sub-section 
governs the whole of the Act and defines the areas to which the 
Act applies. Section 7 (2) on the other hand governs merely the 
taxation of particular classes of income. 

(ii) The words “and to all other servants of His Majesty in those 
dominions’’ were added in the Act of 1918 as it was considered 
advisable to abandon the previous limitation, in the case of persons 
serving outside British India, of liability to British subjects, since 
it not infrequently happens that subjects of Indian States are taken 
into Government employment and sent to serve in places outside 
British India. 

(iii) The words “including British Baluchistan’’ were inserted in 
the .\ct of ]922. Prior to the passing of that Act, the Income-tax 
Act was applied to British Baluchistan by notification in a restric- 
ted form, income-tax being, under the notification, leviable only 
upon .salaries received by persons in the service of, and paid b}' or 
on behalf of. Government or of a local authority established in the 
exercise of the powers of the Governor- General in Council. The 
Act now applies in full force to the whole of British Baluchistan. 

fiv) The whole of the Act. with the exception of sections 7 (2) and 
‘64. has been applied to the Civil, and Military Station, Bangalore, 
and the District of Abu, while to Berar the whole Act except sec- 
tion 7 (2) has been applied. Only so much of the Act has been 
applied to the Cantonment of Baroda, the British administered 
areas in Central India and the British administered areas (exclud- 
ing Eailway lands) in the Bombay Presidency, as relates to the 
assessment and collection of income-tax on salaries of Government 
servants or of local authorities established in the exercise of the 
powers of the Governor-General in Council 

(vl The Civil and Military Stations of Bangalore, Berar and the 
District of Abu are distinct from British India and, strictlj? 
spealdng, all profits accruing or arising or I'eceived in British 
India or deemed to accrue or arise or to be received in British 
India are liable to tax even if they have already been taxed in those 
areas. Similarly, all profits accruing or arising or received in any 
of those areas or deemed ro accrue or arise or to be received in 
those areas are liable to tax even if they have already been taxed 
in British India. Berar is practically treated as part of British 
India for purposes of assessment and no question of double taxation 
arises. When the same profits are taxed both in British India and 
in the Civil and ISlilitary Station of Bangalore, a deduction or 
refund is given in British India equal to the tax levied on such 
profits in the Civil and Military Station if the headquarters of the 
firm or compan}^ etc., are in British India, and a similar refund 
or deduction is given at Bangalore if the headquarters of the firm 
or company are at Bangalore. The whole of the Act has also 
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been applied to Angul, buD under a notification issued under sec- 
tion 60 of the Act, tlie income of persons in that District other 
than persons in the service of Government has been exempted fi'om 
liability to the tax— see paragraph 17 (34). 

Under the sub-section — 

(o) the Act applies in Indian States to all persons in the service 
of Government, whatever their nationality. It applies in -Indian 
States to persons in the service of a local authority established in 
the exercise of the powers of the Governor-General in Council, only 
if the}^ are British subjects or servants of Government lent to the- 
local authority. 

(6) the salaries of Government ofBcers serving outside India 
are not liable to income-tax unless they are drawn or otherwise- 
received in India. 

(c) Frontier Agency tracts and ceded areas are included in the- 
term “dominions of Princes and Chiefs in India in alliance with 
His Majesty”. 

2. Definition of " agricitliural income". {^Section 2 (I).] — 
ti) Agricultural income is exempted from tax under the provisions of 
section 4 (3) (viii) of the Act and any income to be exempted must 
fall within the words of this definition. The definition was amend- 
ed in the Act of 1922 in order to make it clear that rent or revenue 
derived from land used for agricultural purposes [clause (a)] is 
exempt from tax only in cases where the land is assessed to land 
revenue by an authority in British India or is subject to a local 
rate assessed and collected by an authority in British India, and- 
that the exemption does not apply to cases where the land pays 
revenues or local rate to authorities outside British India- Clauses 
(b) and (c) were also amended at the same time in order to make- 
it clear that the limitations in clause (a) apply also to the in- 
comes specified in clauses (h) and (c), so that income derived from 
agi-iculture will only be exempt if the agriculture is in respect of 
land on which land revenue or local rate is paid to an authority 
in British India 

(ii) A further amendment was also made by the Act of 1922 in 
clause (b) (Hi). Under the previous Acts profits from the sale by a 
cultivator or receiver of rent-in-kind of the produce raised or re- 
ceived by him were included under “agi'icultural income” only in- 
cases where the cultivator or receiver of rent-in-kind did not keep- 
a shop or stall for the sale of such produce. Under the present 
Act profits derived by a cultivator from the sale of the produce- 
raised by him are included in the term “agricultural income” 
where the produce is sold in its raw state, that is, if no process has- 
■>een performed in respect of the produce other than a process of 
the nature described in sub-clause (ii). The tax therefore is now 
not leviable on the profits derived by a cultivator or receiver of 
rent-in-kind from the sale of the row produce raised or received by 
him even if he keeps a shop for the retail vend of such raw pro- 
duce. 

« 
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(in) If a land-owner grows on his own land wliich is assessed to- 
'land revenue forests or trees and derives income therefrom, he is- 
not liable to income-tax on ‘such income. Persons, however, who 
take contracts in forests for the cutting down and selling of timber 
are liable to tax on the profits from such transactions. 

(iv) Assignment of land revenue to a Jaghdar is not assessable to 
Page 143 — 

After sub -paragraph {vii) insert the following : — 

vii{a). Under section 15 of the Indian Tea Control Act, 1933, 
the owner of a tea estate may transfer his right to obtain export 
licences in whole or in part to any party. The profits resulting 
from the sales of such export and production quotas and, on the 
other hand, the expenditure incurred by the transferee in purchasing 
such quotas should be treated as follows for the purpose of the assess- 
ment of income-tax with reference to Rule 24 of the Indian Income- 
tax Rules, 1922. Where the quotas are transferred by the owner 
of a tea estate to which they appertain, the price reahsed should be 
treated as if it were income derived from the sale of tea grown and 
manufactured by the seller, since the allocation of the quota has 
resulted from the growdh and sale of tea by the seller in previous 
years. In that case, therefore, only 40 per cent, of the income deriv- 
ed from the sale of the rights will be held hable to tax. Where, 
however, a further transfer is made by a person other than the 
owner of the tea estate to wiiich the quota has been so allotted, 
whether or not such person is himseK the owner of a tea estate to 
which another quota has been allotted, liis profits on that transaction 
caimot in any sense be said to have resulted from the gi'owdh by him 
of tea and will have to be treated as wholly taxable in the assessment 
of the seller. The same apphes to the profits made b 3 '’ an owner 
of a tea estate out of a transaction in w’^hich he buys a quota and 
uses it for the export of tea grown in an estate not his OAvn {e.g., 
after manufacturing tea in his factory from green tea grown else- 
where). If a quota is purchased by the owner of another tea estate 
and is utilized by Inm for the exportation of tea grown on his own 
estate, such purchase enables the pimchaser to market the product 
of his own tea estate, and it follows that the cost of buying the quota 
wiU have to be debited to the income of the concern before appor- 
tionment under Rule 24 of the Indian Income-tax Rules. "Where 
the quota is purchased by a person who is not the owner of a tea 
estate, or if purchased by the owner of a tea estate is resold by him, 

or is used by him for the export of tea grown on an estate not his”^ 
own, the expenditure will be allowed in full in computing the pur- 
chaser’s profits, since, as already explained, the net profits of such 
u, person from the transaction are taxable in full and are not covered 
by Rule 24 of the Indian Income-tax Rules. 

paragraph 64. 


K • 
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iviii) The following principle should be adopted in calculating the 
net dividends and regulating refunds on dividends, paid from profits 
that are only partly taxed in the hands' of the company, e.g., com- 
panies a part of whose income arises or accrues outside British 
^dia and is not received in British India or part of whose income 
is derived from tax-free securities : — 

If X per cent, of the profits pay tax in the hands of the 
company , the total income of the shareholder for the purpose 
of refunds is x per cent, of the net dividend multiplied by 
384/319 taking the maximum rate of iucome-tax as 2 annas 
and 8^ pies. That part of the profits of the company which 
is not taxed in its hands will, of comrse, be taxable in the 
hands of the share-holder under Section 14 (2) (a) it the in- 
come is liable to tax under Section 4 (1) and is not exempt 
under Section 4 (3) or under one of the notifications issued 
xmder Section 60. But no addition on account of income-tax 
should be made to the part of the dividends not taxed in 
the hands of the company ia computing the shareholder’s 
total income. 

{ix) Illegal ahwahs are taxable since they do not come within the 
definition of “agricultm’al income”. So also are the following 
items, viz- : — (a) fees received from land used for storing purchase 
•of crops (Paiali), (b) punyaha nazar or nazar paid by tenants of 
agricultm'al holdings at the beginning of the zemindari year, (c) 
nazar for petitions presented to the zemindars dealing with ques- 
tions of successions, settlement and partition [Eaja Probhat Chan- 
‘dra Barua versus King Emperor, High Court of Bengal Reference 
No. 1 of 1926 (n, Srinivasan Tax Cases, page 392) and Privy 
■Council Appeal in the same case]. jOn the other hand, the ruling 
in the Bengal High Court Case No. 40 of 1920, Birendra Kishor 
Manikya versus Secretary of State for India (I, Srinivasan Tax 
•Cases, page 67), in which it was held that though the premium 
paid for the settlement of waste lands or' abondoned holdings might 
reasonably be regarded as ‘‘rent or revenue” derived from land, as 
used in this definition, the same considerations did not apply to 
■the salami or premium paid to a land-holder for recognition of a 
•transfer of a holding from one tenant to another, has been over- 
ruled, in respect of the salami in question, by a Pull Bench of the 
High Court of Bengal in Reference No. 1 of 1925, Nawabzadi 
Mehar Bano Khanum versus Commissioner of Income-tax, Bengal 
(H, Srinivasan Tax Cases, page 99) ; this Pull Bench decision was 
followed by the Patna High Court in Case No. 47 of 1926, Maha- 
rajadhnaj of Darbanga versus Commissioner of Income-tax, 
B. & 0., (Ill, Srinivasan Tax Cases, page 158) and again main- 
tained (by way of obiter dictum) in the High Court’s subsidiary de- 
cision in the Reference case, already quoted, of Raja Probhat 
•Chandra Barua. ^ 

(x) The main judgment in the Reference (which was upheld by 
4he Privy Council) dealt, not "with the question of what is exempt 
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(under the Act as agricultural income but with the fjuestion whether 
-uon-agricultural income from permanently settled land is exempt 
under the Settlement, and answered that question in the negative. 

(xi) Again in the Patna High Court Case No. 74 of 1919, in the 
matter of Bhikanpur Sugar Concern (I, Srinivasan Tax Cases, 
page 29) and in the Bengal High Court Case No. 83 of 1920, 
Idling Valley Tea Company, Limited versus Secretary of State 
for India (I, Srinivasan Tax Cases, page 64), it has been held that 
the profits of sugar factories and profits derived from the manufac- 
.ture of tea as a marketable commodity from the green leaves are 
liable to assessment. 

3. Definition of “assessee.” iSection 2 (2).] — (i) “Assessee” 
is defined to mean a person by whom income-tax is payable. 
Income-tax includes super-tax which is defined in section 55 to be 
^‘an additional duty of income-tax.” Under section 3 (39) of the 
General Clauses Act, the word “person” includes any company 
or association or body of individuals whether incorporated or not. 
The executor, administrator or other legal representative of a de- 
ceased person is treated for the purposes of an assessment on the 
'income of such deceased person, as an assessee. 

(it) The charging sections (sections 3 and 65) lay down who the 
persons and associations are who are liable to income-tax and 
super-tax. Income-tax is payable under section 3 by every indi- 
vidual, Hindu undivided farnhy, company, firm and other associ- 
ation of indmduals, and super-tax under section 55 is payable by 
-every indmdual, Hindu undivided family, company, um’egistered 
firm or other association of individuals not being a registered firm. 
While both income-tax and super-tax, therefore, are payable by 
•every individual, Hindu undivided family, company and other 
association of individuals not being a firm, there is a distinction 
dn the case of firms. All firms whether registered or unregistered 
(see paragraph 10) are liable to pay income-tax but while unregis- 
tered firms are liable to pay super-tax, registered firms are not. 
The income of registered firms is liable to super-tax in the hands 
■of the individual partners of the registered firm. Co-operative 
Societies, Clubs (not being companies) and Chambers of Com- 
merce are examples of “association of individuals.” 

(Hi) Private provident funds of companies and firms should not 
be assessed to income-tax as “other associations of indmduals,” 
•otherwise than by deduction at the source upon their income from 
investments and should not be charged to super-tax at all. They 
are also eligible for refund of tax under Section 48 if they comply 
•with the provisions of that section. 

4. Definition of “company” . [^Section 2 (6).] — This defini- 
•tion includes all companies constituted in the Dominions of the 
"Crown, while the latter part of the definition is confined to such 
foreign associations as the Central Board of Revenue may desire 
•to treat as companies for the purposes of the Act. The object of 
rthis latter part is to include associations such as the French 

K 2 
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Societes Anonymes which, though incorporate bodies, have many 
characteristics in common with the companies recognised by our;- 
Jaw, if the Central Board of JRevenue thinlrs that they should be- 
treated as companies for the purposes of the Act. 

5. TTciding opcvations of Indian States and Dominion Govevn- 
ments.—Axij trade or business in British India carried on by the* 
Governments of Indian States or of any part of the British Em- 
pire, other tloan the Government of India oi’ a Bocal Government,, 
and the property occupied and goods owned in -British India for the- 
purpose of such business are, under the provisions of the Govern-' 
ment Trading Taxation Act ( III of 1926), liable to taxation under 
the Indian Income-tax Act in the same manner and to the same- 
extent as in a like case a company would be. Before attempting 
to assess the income of such Government, the Income-tax Officer’ 
should serve a notice under section 2 (12) (fi) of the Lidian Income- 
tax Act upon some representative of the said Government in Bri- 
tish India declaring his intention of treating such representative- 
as the principal officer of such Government. 

6. Definition of “previous year,’’ [Section 2 (II).] — (?) Under- 
section 3 of the Act, assessable income is to be computed with re- 
ference to a fixed period which is known as the “previous year”. 
This fixed accounting period, the income, profits and gains of which 
alone are taken into consideration in making an assessment, is 
treated as isolated, without any consideration of what went before- 
or what came after. The definition of the jihrase “previous year” 
m the Act of 1918 restricted the accounting period to a period of 12‘ 
calendar months. The period of 12 calendar months was the 
period ending on the 31st day of March next preceding the year 
for which the assessment was to be made, but the assesses was- 
given an option of adopting a year of 12 calendar months ending 
on a date other than the 31st of March if that was the date up to- 
which his accounts were made up. This gave rise to difficulties 
in the case of certain communities, whose commercial year is not 
necessarily a calendar year, but is a period which, expressed in 
calendar months, varies from year to year, and in one year may- 
be slightly over and in another slightly under 12 months. Again, 
under the definition in the Act of 1918, any year which was 
adopted in place of the financial j^ear had to terminate at some- 
period within the prerious financial year, and as there are numerous 
cases -ydiere the commercial year terminates in the month of April, 
the returns and accounts on which the assessment was based in 
such cases related to a period more than 12 months prior to the 
date of assessment. A¥hile the definition of the phrase in the Act 
of 1918 has been repeated practically without alteration m clause- 
(a) of this sub-section, clause (h) is a new pro-rision providing for,- 
the difficulties referred to above. Under this clause the Central 
Board of Eevenue or the Commissioner of Income-tax in a province, 
if authorised by the Central Board of Eevenue, may determine as- 
the “previous year” a commercial year which may be slightly over 
or slightly under 12 months, and which may terminate on a date- 



■subsequent to the end of the previous financial year. The Central 
Board of Eevenue has authorised the Commissioner of Income-tax 
in each province to determine as the “previous j'^ear” in the case 
of any person, business or company, or class of persons, business 
or company, 

(a) a commercial year which may consist of more or less than 

12 months, provided that no commercial year which 
may extend to less than 11 or more than 13 calendar 
months in any one year shall be so determined ; and 

(b) a commercial year terminating after the end of the pre- 

vious financial year, provided that no commercial year 
terminating later than one month after the end of the 
previous financial year, shall be so determined. 

Where the Commissioner desires that a “previous year” should 
he recognised which does not come within his powers of sanction as 
stated above, he must obtain the orders of the Central Board of 
Bevenue. 

(it) Income-tax Officers are, therefore, debarred from treating as 
a “previous year” any period which does not come within the defi- 
nition in sub-clause (a) of clause (11) of Section 2 unless such “pre- 
vious year” has been sanctioned either by the Income-tax Com- 
missioner or the Central Board of Eevenue. 

(w) Under the substantive part of sub-clause (a) of clause (11) 
■of Section 2, an assessee has an absolute option to elect for the first 
time a “prewous year” other than the financial year ending on the 
-31st day of March and in that case, the proviso to that sub-clause 
•does-not come into operation. The effect in such a case of the sub- 
stantive part of the sub-clause in question will be to make the ‘pre- 
vious year’ , the year {i.e., the 12 months) ending on the day to which 
the accounts have been made up, and Section 3 requires the assess- 
ment to be made on the income of the whole of that year. 

(iv) Where, however, the assessee has akeady exercised his 
.option under the substantive part of sub-clause (a) of clause (11) and 
V is seeking to change his previous year for the second time, the 
;proviso to the sub-clause in question comes into operation and it is 
open to the Income-tax Officer imder the proviso to impose condi- 
tions involving an assessment otherwise than in accordance with the 
.normal requirements of the Act. In such a case, the condition 
which the Income-tax Officer may have occasion to impose may be a 
condition that the assessment should be made on the income of a 
period exceeding 12 months. But should occasion arise to require 
assessment on the income of a period of less than 12 months, the 
imposition of a condition in this sense would equally be within the 
Tncome-tax Officer’s competence. 

(®) When the condition imposed under the above proviso means 
:an assessment on the income of a period in excess of 12 months — 
say X months — the rate of tax to be applied to the aggregate in- 
•come may be stipulated to be the rate applicable to a total income 
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arrievd at by applying the formula 12/X to the aggregate income^ 
Even when X is less than 12 months, the above formula may be- 
stipulated to be applied. 

ifoi) As regards super-tax, the condition imposed under the above 
proviso might require that it may be computed as follows. In the 
first place, the formula already mentioned, viz., 12/X should be 
applied to the income for the period under assessment. On the 
resulting income, super-tax should be calculated in the ordinary 
way by allowing the usual deduction of Rs. 30,000 or Rs. 50,000 
or Rs. 75,000, as the case may be. The total super-tax thus ar- 
rived at should then be multiplied by X/12 and the result will be- 
the amount of super-tax lewable. 

{vii) As stated above, under the proviso to sub-clause (a) of 
clause (11) of Section 2, an assessee who has, after the 31st March 
1922, once exercised the option of selecting as his “previous year” 
a year terminating on a date other than the 31st day of March with- 
in the previous financial year, cannot again exercise that optiorr 
except with the consent of the Income-tax Officer, and upon such 
conditions as he may think fit. Income-tax Officers in dealing with 
such cases, and Commissioners in dealing with such cases, and 
Commissioners in dealing with cases under sub-clause (b) of clause 
(11) of the above Section 2, should take steps to secure that the 
changing over from one previous year to another shall not result 
in any loss of revenue either because any loss of income, profits or 
gains which, but for the change in the accounting period, would not 
have come under assessment is, by so doing, brought thereunder or 
otherwise. The convenience of an assessee in this matter must be 
studied so far as possible, as it is desirable that the accounting 
period for income-tax purposes should be the same as the account- 
ing period according to which an assessee makes up his accounts 
for the purpose of his business, but in the actual year of change, 
conditions should be laid down sufficient to secure that the substi- 
tution of one year for another shall not result in any income, profits 
or gains of an assesee escaping assessment. 

(nni) If an assessee closes his accounts in different dates for 
different businesses or different sections of the same business, or 
different sources of income, his income should be calculated sepa- 
rately for each business, section of business or source, according to 
the accounting year adopted for it and the aggregate of the incomes 
thus computed should be treated as the income of the previous year. 
Each of the years of which the income is thus added together must, 
of course, satisfy the definition of ‘previous year’ in section 2(11) 
of the Act with reference to the same year of assessment. 

{ix) If an assessee for some special reason closes his accounts on 
a particular occasion on a date different from — usually later than — 
that which he usually adopts, ordinarily proportionate profits of 12 
months out of the (say) 14 or 15 months for which the accounts are 
closed should be taken for the current assessment, and the balance 
of profits for the remaining 2 or 3 months should be left over to be 
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included in the next year’s assessment. In special cases, when the 
Income-tax Officer has reason to believe that the temporary extension 
of the accounting period has been resorted to by the assesses with 
some ulterior motive, he may use the discretion given to him by 
the proviso to section 13 of the Act. 

(a;) Where an Income-tax Officer gi'ants permission to an asses- 
ses to change his accounting period, he should record the fact clear- 
ly in^his assesment order, stating in detail the natm-e of the change- 
permitted, and the conditions on which permission is granted. 

7. Definition of “Principal Officer” . f Section 2 (IS)-] — 
Income-tax Officers should treat as the “Principal Officer” of a 
local authority or company or other public body or association in 
the first instance the officials specified in clause (o) ; it is only in 
cases where the Income-tax Officer has no information regarding 
the persons who discharge the functions of the officers mentioned 
in clause (a) or where such persons cannot be found, that he 
should use the powers conferred by clause (b) of treating as the 
principal officer any other person connected with the company, 
public body or association. 

8. Meaning of the term “local authority” . — “Local autho- 
rity”, a phrase used in sections 2(12), 4(3) {Hi), 7 and 21, is 
defined in section 3 (28) of the General Clauses Act, 1897 as 

“a municipal committee, district board, body of port commissioners or other 
authority legally entitled to, or entrusted by the Government with the control 
or management of, a municipal or local fund.” 

9. Definition of “public servant” . \^Section 2(13).] — This 
definition is of importance for the purposes of section 54 of the 
Act. The definition of the plu'ase in the Indian Penal Code con- 
tains the following : — r 

"The -words ‘public servant' denote a person falling under any of the- 
descriptions hereinafter following, namely : — 

Ninth. — Every officer whose duty it is, as such officer, to take, receive, 
keep, or expend any propert}’’ on behalf of Government, or to make any sur- 
vey, assessment cr contract on behalf of Government, or to execute any 
revenue-process, or to investigate^ or to report on any matter affecting the 
pecuniar}^ interests of Government, or to make, authenticate or keep any 
document relating to the pecuniary interests of Government, or to prevent the 
infraction of any law for the protection of the pecuniary interests of Govern- 
ment and every officer in the service or pay of Government or remunerated by 
fees or commission for the performance of any public duty; 

Tenth. — Every officer whose duty it is, as such officer, to take, receive, 
keep, or expend any propertj^ to make any survey or assessment, or to levy 
any rate or tax for any scculiar common purpose of any village, town or 
district, or to make, authenticate or keep any document for the ascertaining of 
the rights of the people of any village, town or district. 

Explanation 1. — Persons falling under any of the above descriptions are pub- 
lic servants, whether appointed by the Government or not. 

Explanation 2. — ^T^Hieiever the words ‘public servant* occur, they shall be 
understood of every peison who is in actual possession of the situation of a 
public servant, whatever legal defect there may be in his right to hold that^ 
situation.” 
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10. Registered and Unregistered Firms. ^Sections 2 (14) and 
{16), 14 (2) (h) and 26-A.'] — (i) Eules 2 to 6 prescribe the method of 
registering a firm. A firm to be registered must be constituted 
under an instrument of partnership which definitely specifies the 
individual shares of the partners in the profits of the firm. The 
deed of partnership to be registered both for purposes of assess- 
ment to income-tax and super-tax is that in force in the year 
in which the assessment is made. An application for registration 
may be made at any time before the assessment of the income of 
the fii'm is made but it is desirable that the application should ac- 
company the return under section 22(2) of the Act. If an applica- 
tion is made after the assessment of the firm, it should be retm'ned 
to the person presenting it as out of time. Even if such an appli- 
cation is accepted it can have no effect on the assessment for that 
year, vide decision in the Allahabad High Court Case No. 223 of 
1923, in the matter of Lallamal Hardeo Dass Cotton Spinning Mill 
Company of Hathras (I, Srinivasan Tax Cases, page 266). The 
words “no part of the income of the firm has been assessed” in 
rule 2(b) refer to cases in which the whole of the income of the 
person in question had escaped the attention of the Income-tax 
Department altogether until proceedings were started under section 
34. They do not apply to a case in which proceedings have been 
taken under section 23 in respect of the income of any person and 
cwing to that persons’ concealing part of his income he has been 
(declared not liable to tax. Here and wherever else in the Act or 
Eules there is nothing repugnant in the context the words “assess” 
.and “assessment” evidently refer to the process of determining 
the amount of profit or loss made by a person in the previous year 
.and not to the process of levying tax or declaring that no tax is 
payable which as section 23 shows is a process distinct from and 
subsequent to assessment although the word “assessee” is defined 
in sub-section 2 of section 2 as a person by whom tax is payable. 
The distinction between a registered and unregistered firm for the 
purposes of this Act is : — 

(ii) Income-tax is assessed upon the profits of a registered firm 
at the maximum rate whatever the amount of the profits of the 
registered firm may be (see Finance Act) ; and a member of such a 
registered firm, on satisfying the Income-tax Officer that such maxi- 
mum rate is higher than the rate applicable to his “total income,” 
■or that his income is below the minimum chargeable with income- 
tax, may get a refund on his share of those profits calculated at 
the difference between the two rates at the rate , at which income- 
tax has been levied as the case may be [see section 48 (2)], such 
share of the profits being included in the “total income” of such 
member for the purpose of determining the rate applicable [see 
section 16 (I)]. In the case of an unregistered firm income-tax is ' 
levied on the income of the firm at a rate graded according to the 
profits of the firm as if it were an individual (see Finance Act) ; a 
member of such a firm is not entitled to any refund, but his share 
<of the profits of the firm is included in his “total income” for the 
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purpose of determining the rate at which he shall pay income-tax 
on any other income [see section 16 (I)]. 

(ni) The profits of a registered firm are liable to tax at the maxi- 
mum rate even if they are less than Es. 1,000 while an unregistered 
firm is not liable to income-tax if its profits in any one year are 
less than Es. 1,000. But where the profits of an unregistered firm 
are not assessed to income-tax, they are hable to tax in the hands 
-of the individual members of the firm, that is, they are included 
in the assessable income of the individual member [see Finance 
Act and section 14 (5) (fi)] ; 

(iv) A registered firm is not liable to super-tax, the share of in- 
•diwdual members in the profits of such a firm being included in 
the income of each individual member for the purposes of super-tax. 
An unregistered firm is, however, liable to super-tax (like an indi- 
vidual) on that amount of the profits of the firm which is in excess 
of Es. 30,000 (see Finance Act and section 55 of the Income-tax 
Act). Super-tax is not payable by an individual having a share in 
an um’egistered firm in respect of the profits of the unregistered 
firm, except, in cases where the profits of the imregistered firm 
have not been assessed to super-tax (see section 55, proviso). A 
firm cannot legallj’’ enter into partnership with another firm, vide 
•decision of the Allahabad High Com’t in Jayadayal Madan Gopal 
versus Commissioner of Income-tax, United Provinces. It does 
not, however, follow that because a firm is not a partner in another 
Frm what is described as its share in the profits of such firm is not 
its income. A firm in which another firm purports to be a partner 
-cannot be Icgalty registered , for ‘‘income-tax purposes’’. 

(?;) It has been held that under the Indian Contract Act, 1872 
<(IX of 1872), a minor cannot become a partner in a firm. But he 
may be admitted to the benefits of partnership in a firm, with the 
•consent of all the partners for the time being. A minor who pm*- 
ports to be a partner in a firm should be treated exactly like a 
minor who has been admitted to the benefits of partnership in a 
firm A minor who has been admitted to the benefits of a partner- 
ship has a right to such share in the property and the profits of 
Ihe firm as may be agreed upon — not between him and the part- 
ners, for he cannot he a party to a contract but between the part- 
ners ; and his share in the property of the firm is liable for the 
acts of the firm, but he is not personally liable- Provided that 
there are at least two persons competent to contract among the 
members of the firm, the fact that there is also a minor who pur- 
ports to be a member of the firm, or who has been admitted‘to the 
benefits of partnership in the firm, does not justify the Income-tax 
Officer in refusing to register the firm. In such cases the minor 
has an ascertainable share in the property and the profits of the 
firm. His share cannot be “ignored”, or attributed to the other, 
partners. The apphcation to his share in the profits of the firm 
•of the provisions of sub-section (2) (b) of section 14 and sub-section 
(I) of section 16 presents no difficulties, whether the firm is regis- 
tered or not. The fact that a minor cannot have the status of a 
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member of a registered firm does not take away his right to a 
refund. Section 48 (2) specifically provides for such a refund, and 
a claim may be made on his behalf. 'Similarly a claim is admis- 
sible on behalf of the minor to a set off under sub-section (2) of 
section 24 in respect of his share in loss sustained by a firm. 

11. Definition of “total income’’. Section 2 (15).]— The- 
phrase “total income” is used in sections 3, 15(3), IG U), 17,- 
22 (1) and (5), 23 (I) and (3), 48, 55 and 56. The necessity for the- 
definition and for the use of the phrase is due to the fact that, as 
stated in paragraph 3, tax is payable not only by individuals, but 
also by firms, companies, Hindu undivided families and other asso- 
ciations of individuals ; that is, the Act prowdcs for taxation at the 
source in certain cases and for taxation in the hands of the indivi- 
dual recipient in others. Whether, however, tax is deducted at 
the soui-ce or in the hands of the individual recipient, it is the total- 
income of the individual recipient from all source.s to which the 
Act applies that determines his liability to income-tax (that is, 
whether his total income amounts to Es. 1,000), and the rate at 
which he has to pay income-tax on the whole of his income. The 
solitary exception is in the case of Hindu undivided families, in- 
come from which [under section ]4 (1) read with section 16 (1) of 
the Act] is not included in the total income of the individual re- 
cipient. Again, there are certain classes or portions of income 
such as the amounts deducted from salaries under the prowso te 
section 7 (1), contributions to a recognised provident fund exempt 
under section 58-E (i), the sums paid on account of insurance 
premia under section 15, securities issued income-tax free by the 
Government of India or by Local Governments under the provisos 
to section 8, on which income-tax is not payable, but all such sums 
are included in the total income of the assesseo for the purpose of 
determining his liability to income-tax and the appropriate rate at 
which the tax shall be levied. There is, however, no taxation at 
the source in the case of super-tax, except to the limited extent 
provided for by sub-sections (3A), (3B), (3C), and (3D) of section 
18,nor are there any portions of income (otlicr than income derived 
from a Hindu undivided family by a member or from an \mregis- 
tered firm in the special case mentioned in the pimdso to section 
55) which are exempted from payment of super-tax and it is upon 
the total income that super-tax is chargeable in the hands of the 
individual. 

12. ' Graduation of income-tax. (Section 3.) — The Income-tax 
Act deals merely with the basis, the methods and the machinery of 
assessment, and does not contain, as the previous Acts did, sche- 
dules specifying the rates at which income-tax shall be chai'ged. 
These rates are determined by the Finance Act which is passed an- 
nually by the Central Legislature. The rales prescribed by the 
current Finance Act will be found at the end of Part I of this 
Manual. The same remarks apply to super-tax • (see section 55> 
of the Act). 
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13. Definition of “Income". (Section 3.) — (i) Section 3 of the 
Act of 1918 provided that the Act should apply to “income”. 
Difficulties were experienced in regard to the assessment of busi- 
ness profits owing to a High Gom't ruling that the word “income” 
in that section meant income actually or constructively received' 
and that the use of the word in that sense in the said section res- 
tricted and limited any interpretation to be placed upon the fol- 
lowing sections of the Act wliich specified the diiierent classes of 
income liable to the tax. This interjjretation would, if strictly fol' 
lowed, have caused conisderable inconvenience in assessing business 
profits to those assessees who keep their accounts not on the basis 
of sums actually received and sums actually paid out hut on the 
principles of mercantile accountancy, by the preparation of a profit 
and loss account and the comparison of the value of the stock ini 
hand at the beginning and at end of each year, since such 
assessees would have been required to recast the whole of their 
accounts on a cash basis for income-tax returns. There were other 
directions also in which so strict an adherence to the interpretation* 
placed on the word “income” would have caused difficulties. For 
this reason the phraseology in section 3 and in other sections of 
the present Act has been re-worded. The plan adopted has been 
not to attempt a general covering definition of “income”, but to 
prescribe that the tax shall be chargeable not upon “income” 
(whether “income” be deemed to mean actual receipts and ex- 
penditure or any other general definition) but in respect of “all 
income, profits or gains” as set out and defined in section 4 and' 
sections 6 to 12 of the Act. If there is any class of income that 
does not fall within the words that impose the charge in those sec- 
tions, that class of income is not within the scope of the tax. 

(w) For the method of accounting to be adopted in computing 
“income, profits or gains”, see paragraph 60. 

14 . Accounting period to he adopted for determining assessable 
income. (Section 3). — (f) Under the Act of 1918 tax at the rates- 
fixed for any year was levied on the income of that year. A pro- 
visional assessment was first made on the income of the preceding 
year and this assessment was subsequently adjusted and corrected 
when the income of the year in which the provisional assessment 
was made was ascertained. This system has now been abolished 
in the present Act which provides for the tax at the rates sanc- 
tioned for any year being assessed finally on the income, profits 
and gains of the “previous year” (see paragraph 6) and for the' 
abolition of the adjustment system except in the cases specially 
provided for in section 25. The exceptions to the general rule that 
assessments are made finally on the profits of the previous year are 
contained in this section. Under the first two sub-sections of 
section 25, in order to guard against a possible loss of revenue 
owing to delay in making assessments on the profits of businesses 
that close down during the course of a financial or commercial 
year, it is provided that in such cases, in addition to the assess- 
ment on the income of the previous year, a further assessment may 
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be made in the year in which a business, profession or vocation 
is closed down on the income of that year. This is merely a dis- 
■cretionary and not an obligatory method of assessment to be adopted 
in exceptional cases where delay in making the assessment might 
lead to a loss of revenue. 

(m) The other class of cases provided for in sub-section (S) of 
.section 25 is confined to those particular business, professions or 
vocations on which tax had been charged under the provisions of the 
Act of 1918. Since the abolition of the adjustment system meant 
that in the case of those particular business the tax would, had no 
special provision been made, have to be paid on the profits of one 
year more than under the system in force under the Act of 1918, 
it is specially provided that in the year in which such businesses, 
professions or vocations close down, the adjustment provided for 
in the Act of 1918 shall be made. 

(Hi) An exception to the general rule that assessments are made 
on the income of the previous year will also be found in section 24A. 
Where it becomes known to an Income-tax Officer that a person 
may leave British India during the financial year or shortly after 
its expiry and that he has no present intention of returning, the 
Income-tax Officer may proceed to assess him on his total income 
for the period from the expiry of the last previous year for which 
he has been assessed up to the probable date of his departure from 
British India. This prowsion is intended to catch temporary resi- 
•dents, such as touring theatrical companies, or persons about to 
■change theu residence on retuement from the country, who would 
-otherwise escape tax by leaving British India before the close of 
the year. The rate applicable in respect of such assessments is the 
rate in force at the time of such assessment. 

15. When income earned outside British India is taxable. 
ISection 4 (I).] — (i) The Act applies to all income from whatever 
■source it is derived if it accrues or arises or is received in British 
India, or is, under the provisions of the Act, deemed to accrue or 
arise or to be received in British India. The tax -is, therefore, 
payable on all income arising or accruing in British India whether 
the recipient resides in British India or not [see Madras High 
•Court Case No. 4 of 1921, Chief Commissioner of_ Jncome-tax, 
Madras, versus Bhanjee Eamjee & Company (I, Srinivasan Tax 
‘Cases, page 147)]. The tax is also payable in respect of income 
received in British India irrespective of whether it accrued or 
.arose within or without British India. Tax is also^ payable in res- 
pect of income which is “deemed under the provisions of this Act 
to accrue or arise or to be received in British India.” The parti- 
-cular cases where income is “deemed under the Act to accrue or 
arise or to be received in British India ’ are specified in section 
4 (S), section 7 (2), section 11 (3), and section 42. 

{ii) Taxation of foreign incomes, [^Section 4 (2).]— Section 
•4 (2) was inserted in ihe present Act owing to the tax haying pre- 
viously been evaded in the case of income accruing or arising out 
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of British India by bringing in the said income at intervals ahd 
claiming that as such income was not received in British India 
in the year in which it accrued or arose out of British India, it 
was, when brought into British India, not income but accumulated 
profits or savings or capital. The sub-section applies to all incomes- 
profits and gains accruing or arising outside British In(^ia to a 
person resident in British India and pro\ddes with respect to such 
income, profits and gains that they shall be deemed to be income, 
profits and gains of the j'ear in which they are received or brought 
into British India notwithstanding that thej’^ did not accrue or arise 
in that year. The provision, of course, merely relates to income, 
profits and gains and not to the importation of capital. It does- 
not apply to income, profits or gains which accrued or arose before 
the 1st day of April, 1933, on which day, the sub-section in its- 
present form came into force. Income, profits or gains which 
accrued before the 1st da}’- of April 1933 will be liable only if 
they are income, profits and yains of a business and are received 
in or brought into British India within 3 years of the end of the- 
year in which they accrued or arose. Income from agriculture 
arising or accruing in an Indian State from land for which any 
annual payment m money or in kind is made to the State is also 
not liable under this sub-section. 

{in) In the jNIadras High Court Case No. 4 of 1919, Board of Be- 
venue, IMadras, versus Kamanadhan Chetty (I, Srinivasan Tax 
Cases, page 37), it has been held that profits derived from business 
carried on outside Briti'sh India by persons resident in British India 
are not liable to assessment under the Act if the profits are not 
remitted to British India. The assessee in this case who resided 
in British India was a pi-oprietor of a money-lending business car- 
ried on by his agents in various places outside British India. The 
only part taken by the proprietor in the business was to acquaint 
himself with the state of business abroad and occasionally to issue 
general in.structions, and it was not disputed that none of the in- 
come accruing abroad had ever been transmitted to him in India. 

(iv) In the Bengal High Court Case No. 56 of 1921. Bengal Nag- 
pur Bailway Companj*, Ltd., versus Secretaiy of State for India (I, 
Srinivasan Tax Cases, page 178), it has been held that the Bengal 
Nagpur Bail way Company is not liable to pay tax on the interest 
guaranteed by the Secretary of State. This ruling should be fol- 
lowed in the case of all Bail way companies where the interest is 
guaranteed by the Secretaiy of State and is paid in England only, 
it does not apply to cases where the interest is guaranteed by an 
authority other than the Secretary of State or is paid in India. 

(v) For the special case of tax on interest on sterling securities 
see paragi’aph 16. 

16. Is interest on the sterling seeurities of the Government of 
India or on the sterling securities issued by English companies 
carrying on business in British India liable to Indian income-tax? 
— ^Where such interest is received by the debenture or security 
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holder in British India, it is clearly liable to Indian income-tax 
under section 4 (I) ; whei'e, however, it is not received in British 
India, the tax will only be payable under the terms of the same 
section if the interest can be held to accrue or arise there. “Accrue 
■ or arise’’ as used in this connection are general words descriptive 
..of a, right to receive, and in this view the relevant portion of 
•section 4 (I) of the Act may be paraphrased by stating that the 
income to which the Act applies is income received in British 
Sndia or income which there is a right to receive in British 
India. If this test is applied, interest on the sterling securities of 
•the Government of India, if not received in British India, will not 
'•be chargeable with Indian income-tax ; and similarly the interest on 
-sterling debentm-es issued by companies will not be chargeable if, 
as is usually the case, there is a right to receive it in England. 
For the purpose of the test it is immaterial in what cmTency the 
•secmity or loan and its interest is expressed, and consequently the 
-same principle is also applicable in determining the liability to 
Indian income-tax of the interest on foreign (other than sterling) 
'debentures. On the other hand, interest on promissory notes of 
the Government of India enfaced for payment in England is liable 
to Indian income-tax, since here the right to receive payment of 
interest is a right to receive it in India, and the concession by 
which Government paper can be enfaced for payment of interest 
in London doss not constitute any part of the actual contract 
.entered into by Government. 

17. Exemptions — Incomes excluded from “total income ". — ^In 
.addition to the exemptions mentioned in section 4(3), the follow- 
ing further exemptions have been made by the Governor General 
in Council in exercise of the powers conferred by section 60 of the 
• Act. 

“The following classes of income shall be exempt from the tax 
payable under the said Act and they shall not be taken into account 
in determining the total income or salary of an assessee for the 
j.pm’poses of the said Act : — 

(1) The official allowance which an agent of a Prince or State 
’•in India, who has been duly accredited to represent the Prince or 
■ State for political purposes in any place within the limits of British 
'India, receives as such agent in British India from the Prince or 
State; and the official salaries and fees which a Consul-General, 
'Consul, Vice-Consul or Consular Agent of a foreign State, whether 
‘de carrier’ or not, and whether a British or a foreign subject, ^ or 
a representative or consular employee of a foreign State, not being 
a British subject, receives in India from such Foreign State in his 
-capacity of Consul-General, Consul, Vice-Consul or Consular Agent, 
^representative or consular employee. 

(The latter portion of this exemption applies only to salaries 
.and fees received from their Governments and not to any other 
k^,omelvprofits, or gains, accruing or arising to them or received 
*^^7 '-hem ihxBritish India.) 
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(2) Suras paid in pursuance of Article 3 of the agreement dated 

ithe 17th August 1825 between the British Government and the 
King of Oudh. ^ 

(3) Income derived from tlie Biia tax defined in clause (c) of 
section 2 of the Teri Dues Kegulation, 1902. 

(4) The salary and allowances paid by a State in India during 
the period of deputation to any person deputed by the State for 
training in British India. 

(5) Scholarships granted to meet the cost of education. 

(6) Such portion of the income of a member of His Majesty’s 

Hayal, Military or Air Forces, BriJisj^rjIndian^^gjOf the Eoyal 
Indian Marine as is compulsorily 1 n ry by the 

‘Orders, or with the approval of Government for payment to a mess, 
wine or band fund. 

(7) The allowances attached to — 

The Victoria Cross. 


JPoffe 157— 

In the 12th line from the top for the words “ deducted from Ms 
salary by the ” substitute the words “ p ayable by h jmjun der the. . 

After item (13) insert the following : — 

“ 13-A. The income of the Rewa Kantha Mewas Administrations 
Fund, and of the Sankheda Mewas Hoad Fund administered by the 
Political Agent, Bewa Kantha.” 

“ 13-B. The income of — 

(a) the following funds controlled by the Agent to the Governor- 
General in the States of Western India, namely 

The Kathiawar Consohdated Local Fund ; the Rajkot Civd 
Station Land Improvement Fimd; the Rajkot Civil 
Station Fund ; the KatMawar Mounted Police Fund ; 
the Consolidated Local Fund, MaM Kantha ; the 
Consohdated Local Frmd, Banas Kantha, including 
Page 157 — ‘ “ Sihori. Deodar, 


After item (13-D) insert the following : — 

“ 13-E. The interest on securities held by the Kathiawar Education 
Provident Fund 

(Oorreotion List No. 2 . ) 

(c) the Wadhwan Civil Station h’und controued oy tne ronucaj 
Agent, Eastern KatMawar Agency. 

“ 13-C.-The income of the Nowgong Cantonment Fund.” 

“ 13-D. The income of Regimental Institutes derived from 

’ *i: — ' 7 ''— n-rr Tvio+i+n+^ Contractors.” 

After item (16) insert the following : — 

“ (16-A) The salary of the Italian Trade Commissioner in India, and 
of any members of his staff who are citizens of Italy and have been detailed 
for duty with the said Trade Commissioner by the Italian Government.” 

(Correction List No. 2 ) 



P. I7j 


158 


(19) The salaries of Khasadars levies and Badraggas employed 
in the tribal territory on the North-West Frontier and of all persons- 
employed in the tribal levy service in Baluchistan. 

(20) The allowance or salary paid in the United Kingdom to 
officers of Government on leave or duty in that country whether 
such allowance or salary is paid in sterling in the United Kingdom 
or by means of negotiable rupee drafts on a bank in India. 

(21) The leave allowance or salary drawn from any Colonial 
Treasury by officers of Governments on leave or duty in the 
Colony. 

(22) Leave salaries or leave allowances paid in the United 
Kingdom or in a ‘Colony, to officers of local authorities, or to the- 
employes of Companies, or of private employers on leave in the 
United Kingdom or in such Colony. 

(23) Vacation salaries paid in the United Kingdom or in a 
Colony to Judges of High Courts or of Chief Courts, to Judicial 
Commissioners, or to other officers of Government, when on vacation 
therein. 

(24) The pensions of officers of Government residing out of 
India di-awn from any Colonial Treasury or paid in the United 
Kingdom whether such pensions are paid in sterling or bj' means 
of negotiable rupee drafts on a bank in India. 

(25) The salaries of the light-house keepers of light-houses in 
the Bed Sea. 

(26) The pensions paid in the United Kingdom or in a Colony 
to officers of local authorities or employes of companies or of 
private employers, such officers or employes being resident out of 
India. 

(27) The interest on Mysore Durbar Securities. 

(28) Pensions granted to officers of His Majesty’s Naval, Mili- 
tary or Air Forces, British or Indian, or of the Auxiliary Force,. 
India, or of the Indian Territorial Force, or oi the Eoyal :todian 
Marine or to members of the Indian Police Forces, or to civil offi- 
cers serving in a civil capacity with a ^Military Force in respect 
of wounds or injuries received in action or in thc^ performance of 

cur-li.fnvnris^otherwisc than in_ action. 

Page 158 — 

Tn item (28) delete the -words ” or to members of the Indian Police Force 
or to Civil Officers serving in a civil capacity with a Military Force ’ . 

(Corrootion List No. 2.) 


After item (28) insert the following : — 

(28-A) Extraordinary pensions granted to Ci-vil Officers (excluding 
family pensions granted as the result of the death of such an officer) under 
Chapter XXXVIII of the Cml Service Regulations, or the Army Regulations, 
India, as the case may be in respect of wounds or injuries received in the per- 
formance of their duties 

(Correction List No. 2.) 

In item (29) delete the words ” or to Civil Officers ser-ving in a civil capa- 
city with a Military Force ”. 


(Corrootion List No. 2.) 
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' (31) Value of rent-free quarters occupied by, or money allow- 
' ance paid in lieu thereof to, Indian ofQcers, British Warrant and 
non-commissioned oflScers and men of His Majesty’s Military or 
Air Forces, and British and Indian Warrant officers of His 
Majesty’s Haval and Marine Forces; in ail cases irrespective of 
whether the individual concerned is married or single. 

(32) Conservancj’- allowance granted in lieu of free conservancy 
to non-departmental Warrant and non-commissioned officers of 
the Indian Unattached List, departmental non-commissioned offi- 
cers of the India Unattached List not in receipt of consolidated 
rates of pay and Warrant and non-commissioned officers of the 
permanent staS of the Auxiliary and Territorial Forces. 

(33) The value of the free education provided for the children 
of British Warrant and non-commissioned officers and any grants- 
in-aid made to British Warrant and non-commissioned officers in 
lieu of the provision of free education for their children. 

(34) The income of persons, other than persons in the service 
of the Government, residing in the district of Angul. 

(3.5) Deferred pay within the raeaninp' of naraoraoh 254. Pav 
Page 159 — 

After item (35) insert the following ; — 

“ 35-A. Shore allowance granted to Warrant Officers of the Royal 
Indian Havy when employed on Marine Smvey duties under para- 
graph 89 (c) of the Regulations for the Royal Indian Navy, Volume 

I.” 

The S a diva Frontier Tract. 

The Balipara Frontier Tract. 

The Lakhimpur Frontier Tract. 

The Garo Hills. 

The Jowai sub-division of the Khasi and Jaintia Hills Dis- 
trict and 

The North Cachar Hills in the district of Cachar. 

(37) The perquisite represented by the right of any of the 
officers specified in the annexed list to occupy free of rent as a 
place of residence any premises provided by Government. 

List of officers. 

The Governor General. 

The Commander-in-Chief. 

The Governor of a Governor’s Province. 

The C'hief Commissioner of any of the following Provinces, 
namely : — 

British Baluchistan, 

Delhi, 

A j mer-Mer wara , 


L 
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Coorg, 

I 

The Andaman and Nicobar Islands, 

Aden and 

any first class Eesident in the Political Department. 

(38) Such part of income in respect of which the said tax is 
payable under the head “property” as is equal to the amount of 
rent payable for a year but not paid by a tenant of the assesses and 
so proved to be lost and irrecoverable, where — 

(a) the tenancy is bona fide; 

(b) the defaulting tenant has vacated, or steps have been 

taken to compel him to vacate the property ; 

(c) the defaulting tenant is not in oceii 2 )alion of a'liy other 

property of the assessee ; 

(d) the assessee has taken all reasonable steps to institute 

legal proceedings for the recovery of the unpaid rent 
r%v onficfiac flio 1 V t.hnf Ip oral lirOCG6Cl- 

JPaffc 160 — 

For i)art (e) of item 38 suhsliUde the following : — 

“ (e) the annual value of the property to which*" the unpaid 
rent relates has been included in the assessed income of 
the year during wliich that rent was due and income- 
tax has been duly paid on such assessed income.” 


(1) for the provision of episcopal supervision and ministra- 
tions ; 

(•2) tor the payment of allowances to clergymen entertained 
in lieu of Chaplaincies reduced; and 

(3) in lieu of the grants-in-aid at present given for the' enter- 
tainment of clergj’men of the Additional Clergy 
Society under Articles 602 and 603 of the Civil Ser- 
vice Eegulations. 


(40) When in any year an emjdoyee participating in a recog- 
nised provident fund has ceased to be an employee of the emplo 5 ''er 
maintaining the fund and has been declared by such employer not 
to be eligible to receive the whole of the accumulated balance due 
to him, so much of his income as is assessable for that year shall 

Page. 160 

In item (40) for the first three lines substitute the following : 

” (40) When in any year an assessee has ceased to ho an employee parti- 
cipating in a recognised Provident Fund and has boon declared by lo 
employer maintaining the Fund not ”. {CorwcUon List No. 2.) 
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years. 

(41) Income of a Service Fund derived from interest on Gov- 
■ernment securities or interest on funds deposited with Govern- 
ment. 
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Par the piirpose of this exemption, a Service Pund means ^ 
'fund established under the authority of, or with the permission of, 
-Government for the pmpose of securing deferred annuities ro the 
subscribers, or payments to them in the event of their resignation 
or dismissal from the service in which they are employed, or pro- 
vision for their wives or children after their death, or payments 
"to their estate or their nominees upon their death, to which ser- 
vants of Government are alone admissible as subscribers or mem- 
bers and the funds of which are either deposited with Government 
or invested in Government Securities. 


18. Exemptions — Incomes included in “total income '". — The 
following classes of income shall be exempt from the tax payable 
under the said Act, but shall be taken into account in determining 
(the total income of an assessee for the purposes of the said Act : — 

___ /'jA— rm — • — 

Page 161 — 

In the 17th line from the top after the words “ Accountant ^ 

, - « 1 vn^ts and Telegraphs” insert the words “provided thab’-r 

iPage 161 — ■ ' nn nnoount of any one assesses 


■.of '■ face ™lne- 

22,600 ’^substitute the following ^ exceed 

provided that the exemption shall flT>r.7T7 ^.,1 4. • 

so held on account of anv nno interest on securities 

Bs. 22,600 ” ' assessee up to a face value of 


I 


COme^urax XICLO 

head “business” : 


^Correction List No. 2.) 


Provided that such sums shall not be exempt from the 
payment of super-tax unless they are paid to the 
assessee by a person other than a company and have 
already been assessed to super-tax. 

'(3) The profits of any Co-operative Society other than the 
Sanikatta Salt-owners’ Society in the Bombay Pre- 
sidency for the time being registered under the Co- 
operative Societies Act, 1912 (II of 1912), the 
Bombay Co-operative Societies Act, 1925, (Bombay 
Act ’\GI of 1925), or the Burma Co-operative Socie* 

4 . * • TTT mr»r:\ - - -LI -»• • 




page 161 — 

In the 9th and 10th lines from the bottom for the words “ or the Burma 
Co-operative Societies Act, 1927 (Burma Act VI of 1927) ” substitute the follow- 
ing 

“ the Burma Co-operative Societies Act, 1927 (Burma Act VI of 1927) 
or the Madras Co-operative Societies Act, 1932 (Madras Act VI 

of 1932)”. , . T-4>T ON 

(Correction List No^2.) 

of'tiJelbTtrireA'ererfed'loTn'section 9 of thaf Act: 

I, 2 
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(2) dividends, or 

(3) the ‘other sources’ referred to in section 12 of the Indian 

Income-tax Act.” 

The exemption which extends both to income-tax and super-tax 
applies only to “profits” in the strict sense of the word as used 
in the Act and does not include “income” derived by Co-operative 
Societies from interest on securities or dividends. The Societies- 
whose income liable to income-tax is not taxable at the maximum 
rate or who have no income liable to tax should apply to the 
Income-tax Officer concerned for the issue of exemption certificates 
authorising persons paying interest on secmaties not to deduct 
any tax at som-ce or to deduct tax at a lower rate than the maxi- 
mum, as the case may be. 

Where a Co-operative Society incm-s a loss under any head of 
income that has been exempted from tax by notification under 
section 60 (2) of the Act, such loss may be set off under section 2*1 
against any income that is not so exempted. 

(4) Such part of the profits or gains of a firm which has 

discontinued its business, profession or vocation as is- 
proportionate to the share of an assessee in the firm 
at the time of such discontinuance, if income-tax has 
at any time been charged on such business, profes- 
sion or vocation under the Indian Income-tax Act, 

‘ 1918 (VII of 1918) , or if an assessment has been 
made on the firm in respect of such profits or gains- 
under sub-section (1) of section 25 of the Indian In- 
come-tax Act, 1922 (XI of 1922). 

The above exemption applies only to income-tax and not to 
super-tax. 

Apart from the particular cases mentioned in this paragraph, 
the incomes or portions of incomes exempted under section 4 of the 
Act and under the orders of the Governor General in Council 
under section 60 of the Act referred to in paragraph 17 are not 
only not subject to income-tax or super-tax, but they are also not- 
to be taken into account in determining the rate of tax on other 
income; they are excluded from consideration altogether. 

(5) So much of the income of any Investment Trust Com- 

pany as is derived from dividends paid by any _ other 
Company which has paid or will pay super-tax in res- 
pect of the profits -out of which such dividends are- 
paid. 

Explanation . — ^For this purpose an investment trust com- 
pany means a company in respect of which the Gov- 
ernor General in Council is satisfied that : — 

(j) it is a company ha-ving for its principal business the 
acquisition and holding of investments in the- 
stocks, shares, bonds, debentures or debenture- 
stocks of other companies or in securities issued by- 
public authorities. 
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Hi) it is not a company formed for the pm-pose of, or engaged 
in, acquiring or exercising control over any other 
company or group of companies or enabling any 
other persons to' acquire or exercise such control, 

ini) it is a company deemed under clause (b) of the Explan- 
ation to sub-section (2) of section 23-A, of the said 
Act, to be a company in which the public are sub* 
stantialW interested. 

The above exemption applies only to super-tax and not to income 
tax. 

19. Where, owing to the fact that the total income of an 
assessee has reached or exceeded a certain limit, he is liable to 
pay super-tax or to pay super-tax at a higher rate, the amount 
payable by him on account of income-tax and super-tax shall, 
where necessary, be reduced so as not to exceed the aggregate of 
the following amounts, namely ; — 

(a) the amount which would have been payable on account 

of income-tax and super-tax if his total income had 
been a sum less by one rupee than that limit, and 

(b) the amount by which his total income exceeds that sum. 

20. Allowances in assessing profits of railioay or tramway busi- 
ness . — The following modification has been made in respect of in- 
come-tax in favour of income derived from railway or tramway 
business (othei than an electric tramwayl ; — 

An assessee deriving income from a railway or tramway 
business may at his option require that in computing 
the profits or gains of such business the following al- 
lowance shall be made in lieu of the allowances speci- 
fied in clause iv), clause ivi) and clause (vH) of sub- 
section (2) of section 10 of the said Act, namely, the 
actual expenditure incurred by the assessee during 
the pre^'ious year on repairs, replacements and re- 
newals of plant, machinery, buildings and furniture 
which are the property of the assessee. 

Provided that an assessee who in any year has exercised the 
option hereinbefore conferred shall not be entitled save 
with the consent of the Commissioner of Income-tax 
to withdraw that, option in any subsequent year. 

Provided further that nothing in this notification shall apply 
to an electric tramway. 

21 Exemption of income derived from property held under a 
religious or charitable trust. — U) Under section 4 (3) (i) income de- 
rived from property which is held under a purely religious or charit- 
able trust or under any other legal obligation that it should be 
utihsed for religious or charitable purposes is exempt. The word 
'property’ in this section does not bear the restricted meaning that 
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it bears in section 9 o£ the Act but includes securities, a business,, 
or share in a business. 

(n) Section 4 (3) (i) exempts two categories of income. First, in- 
come from property which is dedicated absolutely and secondly, 
in case of qualified dedication, so much of the income as is applied, 
or finally set apart for application to religious or charitable pm- 
poses. 

(in) In the case of absolute dedication, i.e., where there is no 
outstanding secular interest reserved by the trust, the exemption is 
complete. In the case of qualified dedication, the trust reserves 
a secular interest to beneficiaries, Shebaits or heirs of the founder, 
etc. This secular interest is assessable to income-tax. Suppose 60 
per cent, is under the trust applicable to religious or charitable' 
purposes and 40 per cent, distributable among the heirs of the 
settlor. The 40 per cent, is assessable. Suppose also that only 
50 per cent, is actually applied or .‘^et apaid I'oi- religions or charit- 
able piu'poses and the heirs or the Shebaits misappropriate 10 per 
cent. The 10 per cent, is under the section also assessable. 

(w) The maintenance of a Shebait may or may not come within 
the category of religious or charitable purpose. It depends on the 
circumstances of the case. If, for instance, a dedication is absolute 
and a small portion of the income is given to the Shebait for his- 
remuneration for carrying out the trusts of the endov^ment, it 
would not be secular. If, on the other hand, a fixed sum is given 
to religious or charitable purposes and the residue of the income- 
is given to the Shebait for his maintenance, the residue would be 
held to be secular. The test is whether a suit for partition lies for 
division of the residue. If it does, then tlie residue is secular and 
assessable. In such case, any portion of the dedicated, i.c., ordi- 
narily exempted income which may be misappropriated would also 
be assessable. 

(a) Section 4 (3) (ii) similarly e.xempts the income of religious or 
charitable institutions which is derived from voluntani* contribu- 
tions and is applicable solel}* to religious or charitable purposes. 

(vi) To secure exemption under clause (0 or clause (ii) of section 
4 (3) the income of religious or charitable institutions and income 
derived from property held for religious or charitable purposes need 
not be actually spent on religious or charitable purposes in the year 
of receipt. It is sufficient if it is set aside for those purposes. _ In 
the case of mixed trusts, the income-tax authorities are required 
to enquire into the application of the income. Where property 
is held in part only for religious or charitable purposes a propor- 
tionate share of any expenses incurred on management should be- 
considered as applied to those purposes. 

(vn) To remove doubts regarding the application of these t-vi'O- 
clauses, read with the definition of “charitable purposes,’’ to univer- 
sities and other educational institutions the special exemption under 
section 60 of the Act mentioned in paragraph 17 (13) was made. 
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AttenUon is also invited to the exemption mentioned in para- 
graph 17 (5) of scholarships granted to meet the cost of education 
in the hands of the recipients of the scholarships. 

22. Exemption of incomes of Local Authorities. [^SecUon 4 
(3) (in)-] — A “Local Authority’’ is defined in section 3 (28) of 
the General Glauses Act as a “municipal committee, District 
Board, etc., legally entitled to, or entrusted by the Government 
with the control or management of a municipal or local fund’'. 
The words “legally entitled to or entrusted by the Government 
with’’ should be construed fo mean “entitled by the law of British 
India to or entrusted by a Governmental authority in Biitish India 
with’’. It follows therefore that there can be no “local authority” 
outside British India within the meaning of clause (Hi) ot sub- 
section (3) of section 4 of the Income-tax Act. This view does 
not of course apply to local authorities in British administered 
areas in Indian States to which the Income-tax Act and the General 
Clauses Act have been applied. 

23. Exemptions of Provident Funds. iSectioiis 4 (3) (iv) and 

4- (3) (r).] — (0 Under section 4 (3) (iv), the interest on securities held 
by Provident Funds to which the Provident Funds Act, 1897 (now 
Act XIX of 1925), applies, is exempt from tax. Similarly under 
section 4 (3) (v), capital sums paid as accumulated balances at the 
credit of subscribers to such funds are exempt from tax and are not 
included in computing their “total income”. The words “accumu- 
lated balance” indude not only contributions but also interest there- 
on. Under section 15 (I), contributions paid by a subscriber to 
such funds are also exempt from income-tax to the extent men- 
tioned in seOtion 15 (3). Contributions by employers to such funds 
stand on a totally different footing and are dealt with in paragraph 
64. For special privileges for “recognised” provident funds see 
paragraph 24 et seq 

(ii) The exemptions granted to Provident Insurance Societies 
which comply with the provisions of the Provident Insui’ance Socie- 
ties Act. 1912, or which have been exempted from its provisions, 
were withdrawn by the Income-tax (Amendment) Act, 1924 (XI of 
1924). Provident Insurance Societies to which the Provident In- 
surance Societies Act applies, or which have been exempted from 
its provisions and wdiich were in existence before 1st April 1924 
will continue to enjoy the exemptions under sections 4 (3) (iv) and 
(tj) and section 15 (1) to wdiich they were entitled under Act XI 
of 1922 before it was amended by Act XI of 1924. These conces- 
sions cannot be claimed by any other Provident Insurance Societies. 

24. Exemption of “recognised” Provident Funds. — (i) Besides 
the Provident Funds mentioned in paragi’aph 23, Provident Funds 
maintained by employers [section 58-A (b)] which conform to the 
conditions laid down in section 58-C of the Act inserted by the 
Indian Income-tax (Provident Funds Belief') Act, 1929, enjoy cer- 
tain privileges in respect of income-tax subject to certain condi- 
tions. The main conditions to which such Provident Funds must 
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conform in order to secure these concessions are ; — 

(1) that the funds shall be vested in two or more trustees or 

in the Official Trustee under an irrevocable trust; 

(2) that the employer shall not be entitled to recover any sum 

whatsoever from the Tund except where the employee 
is dismissed for misconduct or voluntarily leaves em- 
ployment without adequate reasons ; 

(3) that in any case such recoveries shall be limited to the 

contributions made by the employer himself ; 

(4) that the subscriptions of the employees and the contri- 

butions by the emploj’’er shall be regular and not 
casual ; 

(o) that the employers’ contribution should not exceed the 
employees’ subscription as a rule, and 

(6) that the employee shall be employed in India or the prin- 
cipal place of business of the employer shall be in 
British India. 

The income-tax concessions are : — 

(a) contributions to a recognised Provident Pund both by the 
employee and the employer taken together shall be 
exempt from income-tax but not from super-tax up to 
l/6th of the employee’s annual salary. In addition, 
an employee can obtain under section 15 (1) rebate of 
income-tax on insurance premia subject to the limit 
laid down in section 15 (3). If in any Fund the con- 
tributions made by an employee and the employer ex- 
ceed the l/6th limit, the excess contributions and 
the interest thereon together with interest in excess 
of the prescribed maximum (at present 6 j)er cent.) 
will be liable to tax ; ' 

ib) income on the investments held by the Fund is also 
exempt from income-tax; 

(c) the accumulated balance due to an employee which in- 
cludes interest on contributions — ^is also exempt from 
income-tax and super-tax and is not to be included in 
computation of the total income, provided the em- 
ployee has rendered continuous service with his em- 
, ployer for not less than five years. The Commissioner 

has also power in certain circumstances to allow the 
exemption even when the service rendered is less than 
this period. 

Hi) The contributions made by an employer to the individual ac- 
counts of his employee in a recognised Fund, less recoveries if any 
under the provisions of section 58-0 (I) (/), are to be allowed as an 
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item of expenditure under section 10 (2) (ix) of the Act, as the 
Fund is an hrevocable trust. 

25. Recognition of Provident Funds and withdrawal of re- 
cognition. {Section oS-B.) — (i) The Commissioner of Income-tax 
may accord recognition to any Provident Fund which, in his 
opinion satisfies the conditions prescribed in section 58-C and the^ 
Indian Income-tax (Provident Funds Belief) Eules. An employer 
objecting to an order of the Commissioner refusing to recognise 
a Provident Fund may api3eal, within 60 days of such order, to 
the Central Board of Eevenue in the form prescribed in the Indian 
Income-tax (Provident Funds Belief) (Central Board of Bevenue) 
Buies. 

Hi) There is no specific provision in the Act or Buies for an appeal 
against icithdrawal of recognition by the Commissioner, but such . 
an appeal should be allowed subject to the same conditions as are 
applicable to an appeal against an order of the Commissioner re- 
fusing recognition. The Government of India have reserved the 
power to withhold or witlidraw recognition from any provident 
funds [section 58-B (2)]. 

26. Conditions to be satisfied by recognised Provident Funds. 
(Sections oS-C and oS-D ). — (/) Investment of funds. — fa) A recog- 
nised provident fund consists of contributions by employers and 
employees, accumulations, interest thereon and securities purchased 
therewith, and no other sums. So long as the “transferred 
balance”, [section o8-J (2)] and the empolyers’ contributions, 
interest thereon, etc., are not invested, the fund will consist solely 
of subscriptions, accumulations and interest thereon. If any part 
■of the fund is deposited in the employer’s own concern, and the 
employer gives the Trustees a promissorj' note therefor the note 
may be considered to be a “security” within the meaning of 
section 58-0 (1) id). So far as the transfeired balance of a fund 
is concerned, there is no restriction as to the manner in which it 
should be held or invested. It may be utilised in the employer’s 
own business, or deposited in a Bank or invested in “securities” 
in the widest sense of the term. The same is true of the em- 
ployer’s contributions subsequent to recognition and the interest 
thereon and on the accumulations of such interest. The em- 
ployees’ contributions subsequent to recognition and the interest 
thei'eon and on accumulations of such interest must be invested in 
the securities of the nature prescribed in section 20(a), (b), ic), 
id) or ie) of the Indian Trusts Act, 1882, and payable in respect of 
•both capital and interest in British India. 

(6) A reasonable interval should be allowed to the trustees to ac- 
cumulate the contributions collected before requiring their invest- 
ment as above. 

(c) A fund is not rendered ineligible for recognition by the fact 
that it can be closed or wound up at will by the employer or the 
Trustees, provided that it is not revocable otherwise than in accord- 
ance with section 58-C (I) (e). 
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(d) The fact that a fund receives donations, for example, from re- 
tiring partners, should not be held to render it ineligible for recog- 
nition. 

(ii) Appreciation and depreciation in securities belonging to re- 
cognised provident funds. — {a) In certain Pi’ovident Funds it is the 
practice to revalue the securities held at the end of each financial 
year and to take the appreciation and depreciation thus ascertained 
into consideration before allocating to the members their share- 
of the annual profit. This practice does not render the fund ineli- 
gible for recognition. Plus and minus entries relating to such 
appreciation or depreciation should be made in the remarks column 
of the Form of account prescribed in rule 6 of the Indian Income- 
tax (Provident Fund Eelief) (Central Board of Eevenue) Kules 
(Part II of the Manual). Such appreciation or depreciation need 
not be taken into account in determining the rate of interest under 
section o8-F (S). 

ib) The appreciation of securities itself cannot directly come into 
the computation of the employee’s total income or be liable to tax 
at any time. Though it is a form of accumulation of contributions, 
it is also not income but an increase of capital. 

(Hi) Forfeitures to recognised provident funds. [^Section 58-G. 

(I) (d).] — (fl) The only amounts that an employer is allowed by the- 
Act to recover from a recognised Provident Fund are his own contri- 
butions to the account of a dismissed employee or an employee ’ 
voluntarily leaving his employment as stated in section 58-C (1) (/); 
and of interest on such contributions. If the rules of any fund 
provide for forfeitures to the employer of any other monies — for 
example of a dismissed employee’s own contributions and the in- 
terest thereon, this provision is repugnant to section 58-C (1) (/) 
and renders the fund ineligible for recognition. 

(b) A profusion for the forfeitm’e to the fund in certain circum- 
stances (e.g., assignment of employee’s interest, an employee leav- 
ing service to take employment under a rival) of so much of the 
amount standing to the credit of an individual employee as is in 
no circumstances recoverable by the employer, under clause (/) of 
sub-section (I) of section 58-C of the Act, does not render the fund 
ineligible for recognition under that sub-section. 

(c) Such amounts represent accumulations of sums credited out 
of the employee’s salary with interest thereon, and it is clear that 
these amounts are within the language used in clause (d) of sub- 
section (I) of section 58-C, read with the definition of “contribu- 
tion” in clause (d) of section 58-A. The effect of clause (g) of 
sub-section (I) of section 58-C is not to require that so much of 
the balance at the credit of an individual employee as is not re- 
coverable by the employer under clause (/) should be payable to the 
employee. It requh’es the accumulated balance due_ to the em- 
ployee to be payable to the employee, and the definition of “accu- 
mulated balance due” in clause (g) of section 58-A expressly recog- 
nises the possibility that by the regulations of a fund any part of 
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the balance to the credit of an employee may be excluded from, 
the amount claimable by him and therefore from the accumulated, 
balance due for the piu’poses of clause ig) of sub-section (I) of 
section 58-C. 

id) While therefore recoveries by the employer are governed by 
clause (,/) of sub-section (2) of section 58-C, forfeitoes to the fund 
are left b,y the Act to be governed by the regulations of the fund, 
so that no provision in the regulations of the funds for the for- 
feiture to the fund of any part of the balance to the credit of the- 
individual employee will render the fund ineligible for recognition. 

(e) The inclusion in the rules of a provident fund of a provision 
for the payment of forfeited amounts of an individual member to his- 
wife and family does not render the fund ineligible for recognition. 
The definition of the expression “accumulated balance due” to an 
employee which is set out in section 58-A makes it plain that the- 
amount which is payable to the employee, is not necessarily the- 
equivalent of the total of his contiibutions, the employer’s contri- 
butions and the interest which has accumulated thereon; and the- 
' provisions of clause (g) of section 58-C, read with this definition 
of the “accumulated balance due” are not inconsistent with the 
payment to a third party of forfeited amounts, although the cir- 
cumstances in which the employer can himself take these amoimts- 
are limited by clause (b) of section 58-C. 

(/) The inclusion in the regulations of a provident fund of a pro- 
vision for the forfeiture to the fund of the accumulated balance 
due to an employee who dies without heirs also does not make- 
the fund ineligible for recognition. Such forfeitm-e to the fund 
does not put anything into the fund, because what is forfeited to- 
the fund is already in the fund. As the act of forfeiture does not 
put any sum at all into the fund, it cannot be held to put into the- 
fund any sum other than the contributions, etc., specified in section- 
58-C (I) (d). The question of the validity of a regulation forfeit- 
ing to the fund the accumulated balance due to an employee who- 
dies intestate and without heirs does not arise, as the existence of 
a such a regulation, whatever it may be worth, does not affect the- 
composition of the fund for purposes of clause (d) of sub-section 
(1) of the same section. 

(/a) Payment of accumulated balances of recognised provident 
funds to employees discontinuing participation. IfSection 58-C {l)ig). 
and (b).] — (a) If an employee who is a subscriber to a recognised 
provident fund, the membership of which is optional, decides to dis- 
continue his membership of the fund while not resigning his em- 
ployment, he is entitled to claim repayment of the accumulated 
balance at his credit, under section 58-C (I) ig), of the Act. Under 
section o8-A (c) of the Act, an “employee” means an employee- 
participating in a provident fund. Thus a person who discontinues 
his participation in a fund “ceases to be an employee” within the 
meaning of .section 58-C (J) (g) and is, therefore, entitled to claim 
payment of the accumulated balance due to him. 
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(b) A private provident fund, participation in which is optional, 
is not qualified for recognition unless the rules confer on the 
participants the right to receive payment of the accumulated bal- 
ance whenever participation is discontinued. 

27. Recognised Provident Funds of businesses xoith principal 
place out of India. [Section 58-G (I) (o)]. — ^If a concern has its 
principal place outside British India, the Provident Fund of the 
employees of its British Indian business, if it is to be “recognised’*, 
should be kept separate and must conform to the conditions im- 
posed by the Act and the Pules thereunder. The expression “all 
•employees” occurring in section 58-C (I) (a) refers to “all em- 
ployees subscribing to the Fund” and not to all empoyees of the 
particular employer. It a concern has its principal place of busi- 
ness in British India, there is no objection to the foreign staff — 
that is the staff outride British India — subscribing to the Provident 
Fund. They will not get any rebate of tax on the monthly con- 
tributions since their salaries having been earned outside British 
India will not be taxed but they will get the advantage of the 
exemption from income-tax of the interest on the investments of 
the fund. 

28. Interest on accumulated balances in recognised provident 
funds. {Section 5S-F). — (i) Interest on accumulations in recognised 
jirovident funds is exempt from income-tax but not from super-tax 
up to a rate to be fixed by Goveimment which is 6 per cent, at 
present. In some funds a provisional rate of interest is allowed to 
the employees in the first instance and the difference between the 
interest actually earned by the fund and the provisional rate so 
allowed is distributed between the employees on a basis which has 
some regard to the length of sertnee of the employees. In such 
cases, the interest credited to the individual accounts should be 
exempted in so far as the average interest earned by the fund as a 
whole does not exceed the prescribed rate of interest. 

iii) Interest on sums credited to an employee’s account in a re- 
cognised Provident Fund, which sums represent his share of the 
appreciation in the value of the seciu'ities held by the Fund, is to be 
regarded as interest within the meaning of sections 58-A if) and 
58-C (Did). 

29. Interpretation of ‘'salary" in relation to recognised pro- 
vident funds. ^Section 5S-F (I)]. — That the expression “salaa^*^” 
as used in Chapter IX-A of the Act does not embrace everything 
taxable under the head “salaries” in accordance with sub-section 
(I) of section 7, is obvious from clause (b) of sub-section (1) of 
section 58-C read with clause (5) of section 58-D. For the purposes of 
Chapter IX-A, “salary” includes so much only of an employee’s 
remuneration as is of a specific monetary amount and is payable 
periodically. It includes “salarj'” (in the more general sense in 
which that expression embraces “wages”) which is received by 
any category of employees other than those excluded in clause (d 
■of section 58-A. 
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30- Accounts of recognised provident funds. (Sections 58-1 
and 58- J). — (i) The accounts of recognised provident funds are to be 
maintained in the form prescribed in the Indian Income-tax (Pro- 
vident Funds Belief) (Central Board of Eevenue) Rules. If a 
concern has several branches, the annual abstracts of the provident 
funds accounts should be sent by the employer to all Income-tax. 
Officers who are responsible for assessing the employees. 

(ii) The accounts to be made under the provisions of section 58-J 
must show in respect of every employee the particulars given in- 
rule 8 of the Indian Income-tax (Provident Fund Relief (Central 
Board bf’ Revenue) Rules. 

31. Treatment of a fund transferred by employer to trustees- 
(Section 58-K). — (i) Any sum transferred by an employer before- 
coming into force of the Indian Income-tax (Provident Funds Re- 
lief) i^L-ct, 1929, to the Provident Fund of his employees which has 
been converted into an krevocable trust is a permissible deduction in 
assessing the profits of the employer. Sub-section (I) of section 
58-K operates with reference to any assessment made after the com- 
ing into force of the Provident Funds Relief Act XII of 1929'- 
whenever the conditions necessary to its operation are satisfied. The- 
conditions necessary to its operation are that it can be predicated 
of the employer ; — 

(a) that he maintains a Piwident iFund for the benefit of 

his employees, 

(b) that he has not transferred the Fund or relevant portion 

thereof, 

(c) that he transfers the Fund or relevant portion. 

The use of the perfect tense in the definition of condition (b) and 
of the present tense in the definition of condition (c) shows , that ■ 
these conditions cannot be satisfied by any employer who, having 
already transferred the Fund or relevant portion before the Provi- 
dent Funds Relief Act came into force, was not when the Act came- 
into force in the position of not having transferred it, and was- 
therefore not in a position to transfer it. 

(ii) It must not be overlooked that while an employer who has- 
effected a transfer before the coming into force of the Provident 
Funds Relief Act will not suffer the' loss resultmg from the opera- 
tion of sub-section (I) of section 58-K, he will as a corollary not- 
enjoy the benefit resulting from the operation of sub-section (2) 
of that section. 

ini) Employers’ subscriptions to an mmecognised pro'yident fund • 
may be treated as business expenses if the conditions laid down in 
paragraph 64 are satisfied. Lump transfers of accumulated sub- 
scriptions, with or without interest thereon, made after the Pro\u- 
dent Funds Relief Act, 1929, came into force, are governed _ by 
section 58-K which is specifically made applicable to unrecognised : 
as well as to recognised fun’ds^ 
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32. Meaning of the loord “securities” as used in section 4 (3) 
(iv).—The definition of the phrase •'interest on securities” in 
section 8 of the Act should not be applied to determine the inter- 
pretation to be given to these words in section 4 (3)(iv), since the 
words as used in section 8 are in a specially restricted sense and 
'do not cover, for example, interest on so typical a form of security 
as a mortgage. Nor should the meaning of the word ‘‘securities” 
in section 4 (3) (iv) be restricted to the ordinary limited legal sense 
in which it must always have reference to a loan. Prowdent 
dent Funds are entitled to invest in any trustee security, and it 
has not been the intention of Government to discriminate between 
the various classes of investmejits which are thus legally authorised. 
The word “securities” in section 4 (3) (iv) should therefore be 
interpreted as covering all securities mentioned in .'section 20 of 
the Indian Trust Act. 

33. Pergumtes or benefits not capable of conversion into 
money. — (i) The provision in section 3(2) (ix) of the Act of 1918 that 
“any perquisite or benefit which is neither money nor reasonably 
capable of being converted into money” was not liable to tax, has 
been omitted in the Act, as the existence of that provision made it 
impossible to assess to income-tax, for example, rent-free residences 
in cases where the assessee had not the power to sub-let, while 
rent-free residences were liable to the tax where the assessee had the 
power to sub-let. An explanation has been added to section 7 (1) 
of the Act specifically providing for the taxation of perquisites in 
the form of rent-free residences. 

(n) Under section 7 (1) of the Act, all perquisites received by an 
employe in lieu of or in addition to salary or wages are liable to 
the tax. House-rent allowances and ihe value of rent-free quarters 
form additions to the remuneration of an employ^ ; and even where 
residence in a particular town or building is necessary for the pro- 
per performance of the employes duties, such allowances of per- 
quisites cover expenses of a personal character which the employ^ 
would otherwise have to incur. They do not therefoer “meet Ex- 
penses wholly and necessarily incurred in the performance of the 
duties of an office or employment of profit” and are therefore not 
. covered by the exemption in section 4 (3) (vi) of the Act and are 
taxable 'under section 7 or section 12. 

(Hi) Two conditions have to be fufilled before the exemption 
specified in section 4(3) (vi) can apply. The expenses incurred by the 
■ employ^ must be wholl}’^ and necessarily incurred in the perform- 
ance of liis duties as an employe ; and the allowances or perquisites 
must have been granted by the emploj^er with the set purpose of 
ffieeting the extra expense thus caused to the emplo3'6, and that 
extra expenses only. It is thus a question of fact in each case 
whether house-rent allow'ance or the value of rent-free quartep is 
exempt from the tax, but the following examples will serve to indi- 
cate the lines on which the decision should be made : 

(a) A currency officer is gi'anted rent-free quarters in his 
currency office. Even thdugh his residence in that 
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office is necessary for the proper performance of his 
dnties, he will be liable to the tax on the value of his 
rent-free quarters, since he would in any case have 
had to provide himself with a residence, and the per- 
quisite does not therefore meet expenses' wholly in- 
curred in the performance of the duties of an office or 
employment of profit. 

(h) A firm in Calcutta makes a practice of providing its 
employes with rent-free quarters, and houses some of 
its employes in its business premises as resident 
clerks. The employes of the firm, including the resi- 
dent clerks, will, as in the previous case, be liable to 
income-tax on the value of their rent-free quarters. 

ic) A Government office has its headquarters in Bombay, 
but proceeds for some months in the year elsewhere, 
and grants its ministerial establishment house-rent 
allowances or rent-free quarters in the place to which 
it proceeds with the specific object of providing for the > 
maintenance of a second and, from the point of wew 
of the grantees, unnecessary residence in order that 
they may perform their duties there. The allowance 
or the value of rent-free quarters will be exempt from 
income-tax. 

iiv) In all cases where rent-free houses form part of the per- 
quisites of an employe, the cash value of such a house to the occupier 
need not ordinarily be deemed to be more than 10 per cent, of 
■the salar}’^ of the employe. Where an employe is ponuded with 
Tent-free furnished quarters, no attempt should be made to split 
"the value of this perquisite into its component elements, i.e-, rent- 
■free quarters and rent-free urnfiture. The maximum of 10 per cent, 
of salary should be applied to the perquisite as a whole. 

(v) Such perquisites as (for example) , tiffin , domestic services or 
the value of passages by rail or steamer prowded by employers free of 
charge for their employees are not taxable because they are not 
convertible into money and there is no special provision in the Act 
in regard to them as there is in regard to rent-free quarters, but 
passage money paid in India by an employer to his employ^ to 
•enable him to go on leave is liable to tax. If, however, passage 
money is remitted bj^ the employer to the United Kingdom or a 
Colony and paid there to an employe on leave in such country, 'it 
■should be regarded as a leave allowance covered by the exemption 
(22) in paragraph 17. 

(m) The “Delhi moving allowance” and “Delhi Gamp allow- 
ance’.’ which is granted to the members of the office establishments 
of the Army Headquarters and of certain Civil attached officpR of +>>“ 
Pages 173 to 174 — 

Delete the first sentence in sub-paragraph (vi) of paragraph 33. 

(Correction List No. 2.) 
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thereof fall under example (c) above and are exempt from the pay- 
ment of income-tax. Special allowances granted solely to meet, 
the higher cost of Imng in a station such as Compensatory local 
allowances and the Cutch exchange compensation allowance are- 
liable to the payment of tax. 

ivii) [Rewards granted to officials for passing compulsory examin- 
ations must be distinguished from grants made to assist candidates- 
to meet the expenses of preparing for such examinations. Such 
tuition grants fall under section 4 (-3) (vi) of the Indian Income-tax 
Act (XI of 19t2) and are not liable to tax even if they are only 
paid to successful candidates. For example sums of Rs. 150 and 
Es. 200 paid to military officers who have passed the Urdu quali- 
fying and Preliminary Urdu examinations res{)ectiveiy are tuition 
grants — not rewards — and are therefore not liable to income-tax 
(see also paragraph 36). 

iviii) In addition to classes or portions of “Salaries” drawn by 
officers and other ranks of the Army in India (British and Indian')’ 
mentioned in paragraphs 17 and 22, the following allowances are- 
not liable to income-tax : — 

Messina: allowance : 

o 

Syce allowance ; 

Forage allowance ; 

Detention allowance ; 

Meal money ; 

Quarterly kit and clothing allowance ; 

Outfit allowance ; 

Tentage allowance whether separate or included in pay : 

Horse allowance ; 

Travelling and ccmveyance allowances ; and 

Any capital sum received in commutation of the whole or a 
portion of a pension or in nature of consolidated- 
compensation for death or injuries or in payment of 
any Insurance Policy or as the accumulated balance 
at the credit of a subscriber to anv such Provident 
Fund. 

iix) The emoluments drawn by the officers and other ranks of 
the Army which are liable to income-tax are : — 

1. Regimental Pay, Command or charge allowances, Staff' 

Pay, P. S. C. Pay and Separation allowance. 

2. Ordnance Pay. 

3. Corps or Engineer Pay, Batta or field allowance. 

4. Lodging allowance. 

5. Value of rent-free quarters (oflicers). 
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G. Sendee oi' proficiency pa}'. 

7. Extra dut}' pay. 

8. Gratuities under Pay and AllotTance Pegulations, para- 

graph 137 (I). • ' 

9. Annuities under Pay and allowance Eegulations, para- 

graph 137 (II). “ 

10. Bounty money. 

.11. Pension drawn in conjunction with pay. 

12. Separation allowance. 

13. Eurniture allowance.. 

14. Pension,? (except wound or disability) paid in India to 

British and Indian officei's and men, their widows, 
children and dependants. 

15. Half-yearly gratuity paid to temporary nursing sisters. 

(x) The Marriage allowance is not taxable if paid to the wife of a 
soldier unless the total income of the wife including the allowance 
exceeds the. minimum taxable limit. Similarly, Maternity benefit 
is liable only if the tolal income of the soldier’s wife including the 
benefit exceeds the minimum taxable limit. 

(xi) The “handling charges’’ granted to Station Masters are not 
liable to income-tax since they are intended solely to cover certain 
expenses that the Station Masters have to incur as such. 

(xii) As regards the liability of language rewards and examina- 
tion fees, see paragraph 36. 

34. Casual gains \^Seciwn 4 (3) (ou).] — (/) In order to obtain 
exemption under this sub-section, receipts must comply with two 
conditions, viz., : — 

(1) they must not be the proceeds of a profession, vocation 

or occupation, or arise from business, that is from 
‘any adventure or concern in the nature of trade, 
commerce or manufacture’ [See section 2 (4)] ; and 

(2) they must be of a casual and non-recurring nature. 

(u) Both these conditions must be fulfilled. It is important to 
note that receipts may be isolated and yet may not be of a casual and 
'non-recurring nature, [See ruling in the High Court of Judicature 
at Allahabad in the case of Chuni Lai Kalyan Das versus Crown (1, 
Srinivasan Tax cases, page 421)]. The following are illustrations 
of the effect of the provisions of section 4 (3) {vii ) — 

(1) .*-1 purchases a house with a view to re-selling it . at a 
profit. .His profits from the transaction are liable to' 

. u 
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income-tax (even although it be an isolated transac- 
tion*). B purchases a house for his own residence 
and later on sells it at a profit. His profit is not liable 
to the tax. 

(2) A wins a prize in a lottery or a bet on the race course. 

His receipts therefrom are not taxable. B is a book- 
maker. His profits from betting are taxable. 

(3) A is a professional beggar. His receipts from 

mendicancy are not exempted from the tax by this 
sub-section. 

(4) A makes a practice of speculating in the purchase and 

sale of shares. His profits therefrom are liable to the 
tax. B purchases Indian War Loan 1929-1947 at 95 
redeemable at par. The premium received on redemp- 
tion after a period of years is not liable to the tax. On 
the other hand the vield from Treasurv Bills arising 
from their issue at a discount and repayment at par 
after 12 months or some shorter period is liable to the 
tax under section 12, though as this yield is not in- 
terest, the tax is not deducted at the source under 
section 18 (3). 

(5) A man writes a book. His receipts from its sale are tax- 

able. 

(6) Lump sum legacies are exempt ; annuities granted under 

a will are not exempt, 

35. Income-tax Authorities. (Section 5.) — (i) The Central 
Board of Revenue is appointed by the Governor General in Coun- 
cil. Its specific powers are mentioned in the various sections, 
e.g., section 2 (6), 2 (II) (b), 5 (5), 18 (6) and 59. Buies for carry- 
ing out the pm’poses of the Act are made by the Central Board of 
Eevenue which also issues instructions regarding the interpretation 
of the provisions of the Act and the rules, and is entrusted with the 
general administration of the Act. 

(ii) (a) The head of the Income-tax Department of a pro%dnce or 
other specified area is the Commissioner of Income-tax who is 
appointed by the Governor General in Council. The rest of the 
income-tax staff in a province or other specified area are subordi- 
nate to him and they are appointed and dismissed by him. His 


* c./. Rutledee versus Commissioner of Inland Revenue Reports of the U* K. 
Tax cases, YoL XlY, page 490. 
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power of appontment and dismissal of Assistant Commissioners and 
Income-tax Olficei’s is under section 5 (4) “subject to the control of 
the Governor General in Council”, but the Governor General in 
Council exercises this control through the local Government under 
the provisions of the following order 

“The Governor General in Council desires to utilise the agency 
of the Governor in Council of each Governor’s province in the 
following matters only in relation to income-tax, — 

(i) the appointment by a Commissioner of Income-tax of 
any person to the substantive post of Assistant Com- 
missioner of Income-tax or Income-tax Officer shall 
be subject to the previous approval of the Governor in 
Council. 

(h) For the promotion of an Income-tax Officer or appointment 
of an officer of a Provincial Civil Service to the post of Assistant 
Commissioner of Income-tax, the Commissioner of Income-tax 
should consult the Local Government and submit his nomination (of 
the Officer approved by the Local Government) to the Public Service 
Commission through the Central Board of Pvevenue. 

(m) Any Assistant Commissioner of Income-tax or Income- 
tax Officer who has been dismissed or removed from 
- office or whose increment of pay has been withheld by 
the Commissioner of Income-tax shall have a right of 
appeal to the Governor General in Council. 

(c) While as regards the appointment of such officials the Com- 
missioner is subject to the control of the Local Government, he has 
full power to specify the functions to be performed by each official 
and the areas, persons and classes of income in respect of which 
these functions may be exercised. He may appoint one or more 
Income-tax Officers or Assistant Commi-ssioners for the same area 
and allocate the work to be done by them in such manner as he 
thinks fit. 

The specific powers conferred upon him in regard to income-tax 
assessments are specified in sections 28 (1), 32, 33, 37, 64 (5) 

second Proviso, 64 (3) and 66 of the Act. In particular he is vested 
with powder under section 33 to review^ any orders passed by any 
income-tax official, and he alone may, under section 66 of the Act, 
state cases for the opinion of a High Court. , 

(Hi) The functions of Assistant Commissioners of Income-tax 
are mainly appellate, but they also exercise supervision over the work 
of the Income-tax Officers. The particular powers conferred on 
them by the Act are set out in sections 28 (2), 30 (2), 31, 37, 38, 
39, 42 (2) and 53. 

M 2 
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{iv) (a) Income-tax Officers are the assessors. While Section 64 
of the Act specifies the particular Income-tax Officers by whom 
assessments shall be made, i.c., prescribes that assessments shall be 
made in the case of a business by the Income-tax Officer of the area 
where the principal place of business is situated, and in all other 
cases by the Income-tax Officer of the Area in which the asscssee re- 
sides, sub-section (4) of that section provides that eveiy Income-tax 
Officer shall have all the powers couferred by or under the Act on 
an Income-tax Officer in respect of an}'^ income, iDrofils or gains 
accruing or arising or received within the area tor which he is 
apjpolnted. This particular provision was inserted mainly in order 
to permit of enquiries being made into the profits of a branch busi- 
ness by the Income-tax Officer of the place in which the brancli is 
situated and in order to enable every Income-tax Officer to make 
enquiries regarding all income, profits and gains arising or accruing 
within the area to which he is posted, even though the assessment 
in respect of the particular income, profits or gains ma}' -not be 
made by him. Income-tax Commissioner should therefore secure 
by issuing instructions or otherwise that there is no overlapping in 
this matter and that the same person is not assessed to income-tax 
by more than one Income-tax Officer but should at the same time 
'lecure that all Income-tax Officers shall give the utmost assi=;tance 
to the assessing Income-tax Officer in regard to any property, in- 
come, profits or gains within their respective areas which are liable 
to assessment elsewhere. 

(b) While it is intended that the work of making assessments, of 
hearing appeals and of passing orders in review shall ultimately 
be carried out by separate officials known as the Income-tax Officer, 
the Assistant Commissioner and the Commissioner, as a complete 
whole time staff for income-tax work has not yet been appointed 
in some of the provinces, section 5 (4) makes provision for the 
continuance, until such v;hole time staff is engaged, of the existing 
system under which individual officers exercise the powers of an 
assessing authority in respect of particular classes of income and 
of an appellate authority in respect of others, while the reviewing 
authority is in certain cases also the appellate authority. 

(c) While the income-tax staff will as a rule be appointed in -pro- 
vincial cadres, there are certain classes of cases for which it may be 
advisable that a^^sessmeiits should be made bv an all-India staff. 
Such, for example, are the cases of military officers and of officers 
of other departments serving directly under the Government of 
India wlao are liable to tran.sfer from one province to another ; and 
there may be other cases such as the assessment of railway com- 
panies which at anv time it may be con.sidered advisable should be 
deaH with by a special officer for the whole of India. Sub-sec- 
tion (5) of this section has been inserted to make provision for the 
appointment of special officers in such cases. 
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(d) TLe officers specified in the 3rd, 4th and 5th columns of the 
.schedule below have been appointed to perform all the functions 
of an Income-tax Officer, Assistant Commissioner of Income-tax 
and Commissioner of Income-tax, respectivel3% in respect of the 
persons specified in the corresponding entry in the 2nd column 
thereof. 


SCHEDULE. 




Officer appointed to perform the functions of — 

ll 

Persons. 






Income-tax 

Assistant 

Commissioner of 



0 111 cor. 

Commissioner of 

Income-tax. 

o 

CQ 



Income-tax. 


1 

2 

3 

4 

6 

1 

Employes of tho 

■r> . •• ‘ 

Income-tax Offi- 


- 


Page 179— 

For the entry in the 4th column against serid No. 1 substitute 
“ Assistant Commissioner of Income-tax, Benares . 


3 

payuuitjxrom iirmy 
estimates through 
tho Controller of 
Military'' Accounts, 
Eastern Command, 
Meerut and 

Lucknow districts, 
Meerut. ^ 

Employes of tho 
British Indin Cor- 
poration Ltd. sta- 
tioned at Eangoon. 

Income-tax Offi- 
cer, Cawnporo. 

Assistant Com- 
missioner of 

In c o m o-t a x, 
Cawnpore. 

Do. 

4 

Employes of tho 
Assam-Bengal Bail- 
way. 

' Income-tax Offi- 
cer, Chittagong, 

Assistant Com- 
missioner of 
I n c 0 m c-t a x, 
Dacca. , 

Commissioner of 
Inc omc-t ax, 
Bengal. 

4-A 

Indian employes in 
Sind, Punjab and 
Delhi of IVIessrs. 
Bnlli Brothers. 

Income-tax Offi- 
cer, B. Divi- 
sion, Karachi. 

Assistant Com- 
' missioncr of 

I ncome-ta X 
Sind. 

Commissioner of 
I n c o m e-t a x, 
Bombaj’. 

5 

European employ^^s 
in British India and 
Indian employes in 
Bengal, Bihar and ! 
Orissa, Assam and 
tho United Pro- 
vinces of Messrs. 
Balli Brothers, 

1 Income-tax Offi- 
cer, Calcutta, 
District IIIA. 

Assistant Com- 
missioner of 

Income-tax, 
Headquarters 
(at Calcutta). 

Commissioner of 
In c 0 in 0 -tax, 
Bengal. 

6 

European ompl oy6s 
of Messm. RalJi 
Brothers in Berar. 

Do, 

Do. 

Do. 
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IE n rop ca n c m pi oy6^ 
of tho Imperial 
Tobacco Company, 
India Limited, and 
the Indian Loaf 
Tob a c c o D o vol o p • 
niont Company 
Limited. in tlio 
provdneos of 

Bombay, i^Iadras, 
United Provinces, 
Punjab, Bcnu;ab 
Bihar and Orissa 
and Assam, 
European employes 
of tho Tobacco 


Ofliccr appointed to perform tlio functions of — 

Incomo-tax. 

Oflicor. 

Assistant 
Commissionor of 
Incomo-tax. 

Commissionor of 
Incomo-tax. 

3 

4 


Incomo-tax Ofli- 
cor, CalcAiUa, 
District IIIA. 

Assistant Com- 
missioner of ! 

I nc om o-t a x, 
Hcadquarte r s 
(at Calcutta). 

i 

Commissioner of 
Income-tax, 
Bengal. 


Page 180 — 

At the end of item 8 insert the foUovving 


“ Employees of 
Messrs. Burmah- 
Shell Oil Storage 
and Diatribiiti g 
Company of India, 
Limited, stationed 
at Delhi. 


outside Bengal who 
nro under tho Audit 
of tho Accountant 
General, Bengal. 

Employes of tho 
Bengal Nagpur 
Bnilway. 


10 Employes of tho 

East Indian Rail- 
way, 

1 1 Government ser- 

vants serving out- 
side Bengal who 
are under tho audit 
of tho Deputy Ac- 
countant Gonoral, 
Central Rovonnes, 
Calcutta. 


Do. 

Do. 

, 

cor, Central 

Salaries Circle, 
Calcutta. 


Income-tax Ofh- 
cor. Railways 
and I^Iiscolfa- 
ncous Salaries 
Circle, Calcutta 

Assistant Com- 
missioner of 
In com c-tnx, 
Calcutta. 

Do, 

Do. 

Do. 

Do. 
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Officer appointed to perform the functions of — 


Assistant 

Persons. Income-tax. Commissioner of Commissioner of 

Officer. Income-tax. Income-tax, 

1 I . 2 3 4 6 


12 Military employes Income-tax Offi- Assistant Com- Commissioner of 
under the audit of cer, Bailways missioner of Inco m e-t a x, 

the Controller of and Miscella- Income-tax, Bengal. 

Army Factory Ac- neous Salaries Calcutta. 

counts, Calcutta, Circle, Calcutta* 

who are ser\’ing 

outside Bengal or 

whose pension is 

disbursed by the 

said officer. 


12A pensioners and per- Do. . Do. . Do. 

sons employed in 
Army Factories 
whose pensions and 
salaries are pay- 
able from 

Army Estimates 
through the Con- 
troller of Military 
Accounts, Eastern 
Comm and , Meerut 
and Lucknow Dis- 
tricts, Meerut, 
who reside in 
Bengal. 

13 Officers of the Income-tax Offi- Assistant Com- Commissioner of 
Women’s Medical cer, Simla. missioner of Income-t ax. 

Service and of ** Income-tax, Punjab, 

the J u n i o r Delhi. 

Branch of the 
same. 

. Page 181 — 

Wot the entry in the 4th oolnnm against ferial No. 14 Mtule 
•* Assistant Commissioner of Income-tax, Ueim . 


Employes of the 

Income-tax Offi- 

Assistant Com- 

Commissioner of 

Madras and South- 

cer, 4th Circle, 

missioner of 

Income-tax, 

ern Mahratta Bail- 
way except those 
under the audit of 
the Audit Officer, 
Bailway Collieries, 
Calcutta. 

Madras. 

Incom e-tax. 
Eastern Bange, 
Madras. 

Madras. 
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Ofilcor appointed to perform the fimetion*^ of*- 


Incoine-ta': 

Onicor. 


ComTni«^ionf'r of 
Commi-''^:oiuT of income-tax. 
Incorrio-tax. 


mont ser- J Jncome-taxOfH-^1 i’tnnt C>m- 1 Commibdoner of 


Page 182— 

3?or serial No, 16 the following : — 


16 All Government so mints I n c o in o-tnx A»^;i‘?tant Com- Comini\iioner of 

under tho audit of the OfTlror, Hth mi^'^ioner of Inoorno-t‘ix 

Accountant General, Circle, Madni*?. Income. tax, Madnxg, 

Madm*!, Eantcm Tlnn^e, 

Madras, 


All Government nor^mnts 
who a "0 under the audit 
of tho Deputy Account- 
ant General, Fonts and 
Telegraphs, Madras, but 
do not recklo in Burma 
or the Andaman Inlands. 


Income-tax 
Omccr, Cth 
Circle, Madras, 


(Correction List No. 2.) 


Government s? tv ant 
irulor tho nu lit of 
tho Account .lul- 
Goacrnl, Central 
Kovonuus (eKchriinv 
Govommotit "-ei- 
vants in the Indian 
Audit and Aceount" 
Sorvico iiitached tcr 
Hallway and Vo^tal 
-Vudit bnieo"' and ! 
Curronc}' Oflie'-t, : 
Ranc^oon and i 

]Madra<-), tho Mih- 
tar 3 ' Accountant- 
Goneral, tho DepuU 
Accountant Gene- 
ral, Posts and dVle. 
graphs, Dcdhi, oi 
the .Viidit Oflicer, 
Indian Hton‘s De- 
partment, and (Go- 
vernment servants 
rosidont in tho An- 
damans who art' 
subject to tho audit 
of tho Deputy Ac- 
countant General, 
Po'^ts and Tele- 
graphs, ^Madras. 


I nrtjuif'.t ax Otli* 

t*tT, Salary 
Circle, DvUn. 


d ant Com- 
missioner oi 
3 n i»m e-i ux, 
Delhi. 


Commissioner of 
Ineonie-t ax, 
Punjab. 
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Schedule — contd . 




1 



d 


Officer appointed to perform the functions of — 



1 



Persons. 


1 Assistant j 



Income-tax 

Commissioner of I 

Commissioner of 

S « 


OfBcer. 

Income-tax. 

Income-tax. 

1 

i 

2 

3 

4 

5 

IQ 


... — 
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After serial No. 19-A insert tlie following 

9B Pensioners wlio draw their Do. • Do. 

pensions from the Hyder- 
abad (Deccan) Treasury 
and ore under the audit of 
the Accountant Gtsneral, 

Central Revenues. 


(Correction L ist No« 2.) 



audit of tJio Con- 
troller of Military 
Accounts and Pen- 
sions, Lahore. 




20 

Employes of the 
Xortli Western 

Kaihvay except 

tho'^e under the 
audit of tl^e Audit 
Officer, Railway 

Collieries, Calcutta. 

Income-tax Offi- 
cer, Rail^’ay 
Salary Circle, 
Lahoi’e. 

Assistant Com- 
missioner of 

I nc o m o-t ax, 
Lahore. 

Do, 

21 

Employes of the 
B omb ay , B a rod a 

and Central India 
Pi^ailway and the 
Great Indian Penin- 
sula Railway ex- 
cept those under 
the audit of the Au- 
dit Officer, Railway 
Collieries, Calcutta, 

Income-tax Offi- 
cer, Salary 

Branch, Bom- 
bay City. 

Assistant Com- 
missioner of 
Inc om e-tax, 
B. Division, 
Bombay City. 

1 

Commissioner of 
Inc ome-t ax, 
Bombay. 

22 

Govenimeiit* ser- 

vants under the 
audit of the Deputy 
Accounta-nt-Gene- 
ral. Posts * and 
Telegraphs, ISTag- 
pur. 

Income-tax Offi- 
cer, Salary 

Circle, Nagpur. , 

Assistant Com- 
missioner of 

I n c o me-tax 
Southern 
Charge, Nag- 
pur. 

Commissioner of 
I n c om e-t ax, 
Central and 

Dnited Pro- 

vinces. 

23 

Employes of the 
Eastern Bengal 

Railway. 

Income-tax Offi- 
cer, Railway 
and Miscella- 
neous Salaries 
Circle, Calcutta. 

Assistant Com- 
missioner of 

I nc om e-t a x, 
Calcutta. 

Commissioner of 
Income-t ax, 
Bengal. 
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’ Schedule — contd. 

I :: ^ ; 

.26i24B / Persons not resident I T n « o •m 
o 

% Page 184 — 

J For serial Nos. 24, 24-A, 24-B and 26 substitute the following 


Persons not resident 
in British India who 
apply for refund of 
income-tax under 
section 48 of the 
Indian Income-tax 
Act, 1922, 

Persons not resident 
in British India 
with income arising 
in more than one 
province and asses®’- 
ed direct, and not 
through statutory 
agents underspctien 
43 of the Indian 
Income-tax Act, 
1922. 

Persons not resident 
in British India who 
are not chargeable 
to income-tax by 
nssr&'^mrnt and who 
apply for refund 
under section 48 A ; 
or under section 49 
of the Indian In- 
come -tax Act, 1922, 
or under any Noti- 
fication issued by 
Government under 
section 60 (1) of the 
Raid Act providing 
fo rrt lie f on account 
of double payment ■ 
oVincome-tax, 

pensioners who 
draw their p^'iisions 
in the United King- 
dom and reside in 
Indian States. 


Religious and chari- 
table institutions 
out'^ide British India 
notliable to income- 
tax under section 4 
(3) (i) and (ii) of the 
Indian Income- 
tax, Act applying 
for refund of tax 
deduced at source 
on interest on secu- 
rities or for exemp- 
tion certificates 
in respect thereof 


I n c 0 m o-t a X, 

Assistant Com* 

Officer, Non- 

missioner of 

Residnnts Re- 

Incom-tax, A 

fund Circle, 

Division, 

Bombay. 

Bombay. 

Do. 

Do, 


% 


Dommissioner 
of Income-tax,. 
Bombay. 


I n c o m e-tax 
Officer, Non- 
Residents Re- 
fund Circle, 
Bombay. 


Assistant Com- 
missioner of 
Income-t a x, 
A Division, 
Bombay City. 


Commissioner oP 
I n c o m o-t a x, 
Bombay, 
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S CHEDULE — contd . 


Officer appointed to perform the functions of — 


Assistant 

Persons, Income-tax Commissioner of Commissioner of 

Officer. Income-tax.' Income-tax. 

112 3 4 5 


Employee'^? of th . Inc o me -tax Assistant Com- Commissioner of 
Church Missionary Officer, Lahore, missioner of Income-tax, 

Society, Church of I n c o m e-t ax Punjab* 

England Zenana Lahore, 

Missionary Society, 
and Church and 

Mission* Centred 
Council of the 

Church Missionary 
Society residing in 
the Punjab, North 
West Frontier Pro- 
vinces, Baluchistan 
and Sind, 

28 Employes of all Bail- Income-tax Offi- Assistant Com- Commissioner of 

way Collieries who cer, Bailways missioner of Income-tax, 

are under the audit and Miscella- Income-tax, Bengal, 

of the Audit Officer, neous Salaries Calcutta. 

Bailway Coyieries, Circle, Calcutta. 

Calcutta, 

29 All employes in the Do. • Do. . Do, 

Posts and Tele- 
graphs Department 
under the Audit of 
, the two Deputy 
Acc ountants -G ene - 
ral. Posts and Tele- 
graphs (Postal and 
Telegraph Branches) 

Calcutta. 

30 Eniploj^^s of the Income-tax Offi- Do. . Do. 

India General Navi- cer, District V- 

gation and Bailway A, Calcutta. 

Company, Ltd., and 
Biver Steam Navi- 
gation Company, 

Ltd. working in 
Bengal, Bihar and 
Orissa and Assam, 
except those wh'-i 
carry on business in 
addition. 

Employes of W, T, Do. • Do, . Do. 

Henley’s Telegraph 
Works Company 
Limited stationed 
at Bombay, 

Karachi, Lahore. 

Delhi and Madras, 
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Schedule — Concld. 


o 

i 

Officer appointed to perform the functions of — 

<z 

o 

m 

1 

Persons. 

2 

Income-tax 

Officers. 

3 

Assistant 
Commissioner of 
Income-tax. 

4 

Commissioner of 
Income-tax, 

5 

31 

Government ser- 

vants under the au- 
dit of the Account- 
ant-General, Bihar 
and Orissa. 

Income-tax Offi- 
cer, Salaries 

Cix’cle, Banchi. 

Assistant Com- 
missioner of 
Inc om e-t ax, 
Southern Range- 
Purulia. 

Commissioner of 

I n c 0 m e-t a x, 

Bihar and 

Orissa. 

32 

Page. 186- 

1 Government penslon- 
! ers under the audit 

Do. 

Do. 

Do. 


In the entries in the second column against serial Nos. 31 and 32 for the 
■words “ Accountant General, Bihar and Orissa ” substitute “ Accountant 
General, Bihar 
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36 . Salaries. (Section — (i) The income taxable under this 
head includes not only fixed salaries or wages and annuities or pen- 
sions, but also any fees, commissions, perquisites or profits received 
in lieu of, or in addition to, salaries or wages which are paid to an 
employe or on behalf of any employer. Under the Act of 1918 
the income chargeable under this head. applied only to “salaries” 
in the above sense when paid by or on behalf of Government, a 
local authority or company, any other public body or association 
or by or on behalf of any private employer who had entered into an 
agreement with the Income-tax Officer to recover the tax on behalf 
of Government, but under the present Act it applies to all salaries 
paid b}"" or on behalf of evei\y pilvate employer, the obligation to 
deduct income-tax from salaries being under section 18 (2) of the 
Act an obligation on every employer. 

(ii) A payment made on retirement, etc., to an employee from a 
private Provident Fund, that has been formed into a genuine Trust, 
cannot be regarded as a payment of salary within the meaning of 
section 7 (I) of the Indian Income-tax Act, XI-1922, because (for 
one thing) the trust is not the employee’s employer. Such a pay- 
ment is therefore not liable to taxation by deduction of tax at source. 

(Hi) Accumulated balances when paid to employees of recognised 
provident funds are however exempt from tax if they satisfy the 
provisions of section o8-G (vide paragi’aph 24). 

(iv) For the interpretation of “salary” for the purposes of recog- 
nised provident funds, see paragi’aph 29. 

(v) Fees (including retaining fees) paid to Government pleaders 

and Public Prosecutors are not ‘salaries’ within the meaning of 
section 7 of -the Act, but “professional earnings” within the mean- 
ing of section 11 of the Ach , 

(vi) The proviso to sub-section (I) applies only to compulsory de- 
ductions made under the authority of Government and not to 
compulsory deductions made by other employers (see paragraphs 23 
and 24). The amount exempted under this proviso has, however, 
to be taken into account under section 16 (1) in computing the 
total income of an assessee for the purposes of determining whether 
he is liable to tax and the rate at which he is to be assessed. An 
assessee, for example, who has a salary of Ps. 180 per men'^em or 
Es. 2,160 per annum and from whose salary a compulsory deduc- 
tion is made by the authority of Go^'ernment of Es. 300 per 
annum of the nature referred to in this proviso is liable to pay 
income-tax on Es. 1,860 at the rate applicable to an income of 
Es. 2,160. 

(vii) Under section 58 of the Act this proviso does not apply to 
super-tax, that is, no allowance of this kind is made for super-tax 
purposes. 

(viii) As regards “perquisites” see paragraph 33. 
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{ix) Rewards for passing language examinations are not taxable 
unless by the conditions of his employment the assessce is compelled 
to pass the examination. Where they are taxable, they are tax- 
able as salaries and tax should be deducted at source. (See also 
paragraph 33). 

(x) Honoraria or fees paid to Government servants by local bodies 
or private persons, companies, etc., for professional work, the whole 
of which are in the first instance credited to Government, after 
which the whole or part is drawn under proper sanction by the 
Government servant concerned on a bill, should be taxed as salary 
by deduction at source. They are obviously fees, commissions, or 
perquisites received in addition to salary and paid by or on behalf 
of Government [section 7 (7)1. 

(xi) For classes or portions of “salaries” which are entirely 
exempt from tax, see paragraph 17. 

(xii) Income under this head is included in the income of the 
year in which it is received irrespective of the period in respect of 
which it was earned, with the exception that where an officer of 
Government or any other employee takes an advance of pay, the tax 
is not chargeable on the advance, but the tax is charged on the full 
salary of the month in which the advance is recovered by deductions 
without any regard to the deduction. In cases where the payment of 
an assessee’s salary in advance or in arrears makes his income 
assessable at a rate higher than that at which it would otherwise 
have been assessed, he may be granted relief under section 60 (^). 

ixiii) A portion of a salary withheld under the orders of a Court 
is liable to tax. 

37. Salaries paid in India but outside British India. [Section 
7 (5).] — (?) See paragraph 1. This sub-section makes chargeable, 
under this head, salaries paid from Indian revenues to Govern- 
ment employes in any part of India and salaries paid by a local 
authority established in exercise of the powers of the Governor 
General in Council. All servants of Government or of such local 
authorities are, therefore, liable to pay tax on their salaries if they 
are employed in any part of India and irrespective of their 
nationality. 

(w) The words “or any servant of His Majesty” in this sub-sec- 
tion were inserted in the Act of 1918, so as to bring all sen^ants 
of tl'.e Crown, whether British subjects or not within the purview 
of this sub-section, on the ground that it seemed unnecessary to 
give to persons who were not British subjects specially favourable 
treatment which was not accorded to British subjects. 

(in) The pay of officers whose services have been lent to, and 
whose salaries are paid by, Indian States are not chargeable to in- 
come-tax under this section unless they are drawn or received in 
British India ; but the leave allowance and pensions of such officers 
are chargeable to income-tax unless covered by^ any of the exemp- 
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tions in paragraph 17. The Government of India recover contribu- 
tions at fixed rates from the Indian States to meet the cost of leave 
allowances and pensions of officers in foreign service and make 
themselves responsible for paying the leave allowances and pensions 
of their employes earned in foreign service. The portion of salaries 
of Government officers serving in Indian States, which is paid in 
the first instance b\ the Government of India but is subsequently 
recovered from the State concerned, is not liable to income-tax. 

38. Salaries, etc., jiaid outside India. — (i) Under exemptions 
Nos. 20-21 & 24 quoted in paragraph 17, leave allowances or salaries 
paid in the United Kingdom to, or drawn from any Colonial 
treasury by, officers of Government on leave or duty in the United 
Kingdom or in a Colony and the pensions of officers of Government 
residing out of India, which are paid in the United Kingdom or 
are drawn from any Colonial treasury, are exempt from tax. 
Similarly under exemptions 22 and 26 leave salaries or leave allow- 
ances q)aid in the United Kingdom or in a Colony to officers of local 
authorities or to employes of companies or of private employers on 
leave in the United Kingdom or in a Colony and pensions paid in 
the United Kingdom or in a Colony to officers of local authorities, 
or to employes of companies or of private employers, provided such 
officers or employes are residing out of India, are exempt from 
tax. Vacation salaries paid in the United Kingdom or in a Colony 
to Judges of High Courts or of Chief Courts, to Judicial Commis- 
sioners or to other officers of Government when on vacation therein 
are also exempt from tax — vide exemption No. 23 in paragraph 17. 

<ii) Pay and allowances drawn liy officers from the Indian 
revenues which are earned by them by service outside India are not 
liable to the tax unless they are dravn or received in India. 

39. Interest on securities. (Section 8.) — (i) As regards sterling 
securities, see paragraph 16. 

(ii) In computing the income from interest on securities an 
allowance should be made of any commission deducted by a banker 
for realising such interest on behalf of the assessee. 

(Hi) The interest chat'geable under the section is the interest only 
on securities of the Government of India or of a local Government 
or on debentures or other securities for money issued by or on 
behalf of a local authority or company. It does not include the 
interest on debentures issued by firms, associations, clubs, or indi- 
viduals the interest on which is chargeable under section 10 or 12. 

(iv) With reference to the second pro\dso the Government of 
• India War Bonds, 1920, 3921, 1922, 1923, 1924 and 1928, 5 per 

cent, loan 1945-55, Kive-year 6 per cent. Bonds, 1926, Kive-year 6 
per cent. Bonds, 1927, Ten-year 6 per cent. Bonds, 1930. Ten-year 
6 per cent. Bonds, 1931, Ten-year 6 per cent. Bonds, 3932, and Ten- 
year 5 per cent. Bonds, 1933, have been issued income-tax free. 

(v) The third proviso to this section prescribes that where a Local 
Government issues a security as income-tax free, the income-tax 
on the interest thereon shall be payable by that Local Government 
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So far as investors are concerned, tlierefore, securities issued 
income-tax free, whether by the Government of India or by Gocal 
Governments, stand on exactly the same footing, that is, income-tax 
is not payable on the interest received therefrom by the asscssee, 
but the interest ^ecei^’ed therefrom is taken into account under 
section 10 (1) of the Act in determining the total income of the 
assessee for the purpose of deciding whether he is lialhe to income- 
tax and also for determining the rate at which he shall pay income- 
tax on his other income. It should be included in the total income 
of the year in which it is paid. The same remarks apply to Gov- 
ei-nment securities purchased through the Post Office and held in 
the custody of the Accountant-General, Posts and Telegraphs (see 
paragraph 18). Super-tax is, however, pa^^able by the recipient 
in respect of such interest, since, under section 58 of the Act, the 
provisos to tins section do not apply to super-tax. 

(vi) For interest on other securities, which are entirely exempt 
from tax, see paragraphs 17 (10), (11) and (27). 

(vii) For interest on securities held by Provident Funds, etc., 
see paragraph 32. 

(vni) The interest on securities held by a Co-operative Society 
is liable to income-tax (see paragraph 18). 

(iv) Where a bank or other concern engaged in business similar 
to that of a Bank receives deposits of leans in the course of its busi- 
ness and invests the money so borrowed as occasion arises, it should 
be allowed in computing its liability to income-tax to set off the en- 
tme interest on such borrowings against its entme income liable to 
tax. No attempt should be made, for example, to allocate a pro- 
jiortion of the borrowed money to investments in tax-free securities 
and to set off the interest of such proportion against the tax-free 
securities instead of against the taxable income. 

(rc) But (as an exception to the foregoing) in the rare cases in 
which there is definite proof (not a mere inference) that a certain 
sum was specially borrowed by a Bank or similar concern for the 
purpose of investment in tax-free securities and has been so invested, 
the interest on the inonet so l^orrowed should lie set off against 
the interest on the tax-free securities and not against the income 
liable to income-tax. 

(.rf) Assessees other than Banlis or similar concerns rnay set off 
interest on money borrowed specifically for investment in taxable 
securities or shares, and so invested against their income liable to 
tax taken as a whole, and not merely again.st the interest on such 
securities or the dividends on such shares. In all such cases there 
must be clear proof and not a mere inference that the inone}’ w^as 
specifically borrowed for such investment and actually invested. 
They cannot be allowed to set off against their income liable to_ tax 
interest on money borrowed for investment in tax-free securities 
and so invested. 

(.ru) Income-tax (but not super-tax) in re.spect of income charge- 
able under this head is deducted at the source [Section 18 (3) |, 
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• 40 . Property. (Section 9). — (i) The tax is payable under this- 
head in respect of property consisting of any building or lands appur- 
tenant to a building by the owner of such property. Lands not 
attached to a building are not chargeable under this section. Thfe- 
income derived from vacant lands let out in urban areas for the 
purpose, e.g., of storing materials is chargeable to the tax under 
section li^. 

(ii) Buildings or lands occupied by the owner thereof for the pur- 
poses of his own business are not liable to the tax under this head. 
This particular provision was inserted in order to avoid the un- 
necessary complications in previous Acts under which the annual 
value of such property was liable to the tax under this head and a 
corresponding deduction was allowed to the owner under the head 
“business” (Section 10). 

(m) It is to be noted that it is only the owner who is liable to pay 
tax under this head. Where 'a person derives an income from house 
property which he holds on lease, such income is chargeable under 
section 12 — “other sources”. 

41- Property — Definition of annual value. \_Section 9(2 ).'} — 
The tax is, under the head “property”, chargeable in respect not 
of any actual rental or cash received, but of the “bond fide annual 
value”. The bond fide annual value of a building is the full 
market value at which the building could be let from year to year 
irrespective of any charges by way of municipal rates or taxes there- 
on. It therefore differs from the actual annual rent payable on a 
long term lease or the actual rent payable on a yearly lease under 
a privileged rental or with tenant’s liability to pay owner’s rates 
or taxes, only limitation on taking the full market value is 
that in cases where the property is in the occupation of the owner 
for the purposes of his own residence the “annual value” is re- 
stricted to a maximum of 10 per cent, of the “total income” of the 
owner. The phrase “total income” in this definition has the- 
meaning given to it in section 2 (15) of the Act, viz., income, pro- 
fits and gains of such owner from all sources to which the Act 
applies and, therefore, does not include income derived from any of 
the sources specified in section 4 (3) of the Act, (such as, for 
example, “agricultural income”), which are exempt from the tax. 

42 . Deductions allowed in respect of property. — (i) It is to be- 
particularly noted that, as stated in paragi-aph 69, no deductions are- 
permissible on account of any municipal or local rates or taxes in- 
respect of property. Nor can any allowance be made for brokerage- 
for raising loans on mortgages and legal charges relating there! o 
since such charges are in the nature of capital charges. The only- 
deductions from the “annual value” permissible are those speci- 
fied in section 9 (1). 

(ii) Where an assessee is the owner of several items of property 
within the meaning of section 9(2), the allowance admissible under 
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that section should be worked out with reference to the annual 
valuation of the i)roperty taken as a whole and not item by item. 

(Hi) Ordinarily, no expenditure is allowed as a deduction in cal- 
-culating income for the purposes of the Act except such expenditure 
ns has been incurred solely for the purpose of earning that income. 
Under clause (iv) of sub-section (Z) of section 9, there is no such 
restriction, so that a property owner is entitled to set off, against 
the annual value of property, the interest payable on a mortgage 
•or other charge upon the projDerty irrespective of the purpose for 
which the encumbrance was created. 

(iv) The proviso to sub-section (1) of section 9 has no application 
to interest on money borrow'ed for business purposes even though 
such money maj^ have been borrowed on the security of the asses- 
see’s property, 

43. Proof of expenditure where deductions are claimed in respect 
■of “property" . [^Section 9 (2). 2 — The allowance on account of 
repairs [viz., one-sixth of the annual value in the case specified in 
clause (i), and in the case specified in sub-clause (ii), the amount 
permitted by that clause] is a fixed allowance which should be 
-granted without proof of tlie actual expenditure in any year and 
irrespective of the amount of such expenditure. It should also be 
ullowed in full even w^hen an allowance is given for “vacancy” 
under section 9 (2) {vH). The allowances on account of the 
annual premium paid to insure the property against risk of damage 
or destruction or on account of annual charge or gi'ound-rent of 
land revenue or of collection charges must be supported by proof of 
the actual expenditure. Interest that has fallen due on a mortgage 
or capital borrow^ed for acquiring the property, should, however, be 
allowed as a deduction even though it may not have been actually 
paid. 

44. Property. Insurance deductions. [Section 9 (1) (t’n).] — 
The only insurance deduction permissible is the amount of the 
annual premium paid to insure the property against risk of damage 
•or destruction. In some cases owners insure against loss of rent. 
AATiere an owmer asks for an allowance on account of the annual 
premium for such insurance it should be allow'ed if such owner 
agrees to pay tax on any amount recovered from the insurance 
•company. I^Hiere no such allow^ance w claimed or allowed tax is 
not to be ch.irged on the amount recovered from the insurance 
•company. 

45. Property. “Charge". — [Section 9 (1) (fa).] — ^Deduction 
should be allowed under this sub-section of (1) any interest on a 
mortgage or other capital charge with which the property is en- 
•crunbered (2) any ground rent to which it is subject and (3) the 
amonnt of any interest payable on capital borrowed for the purpose 
of acquiring the property even if such interest payments do not 
take the form of charges attached to the property itself. 
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46. Property. Collection charges. \_Section 9 (I) (iJi).] — (i) As 
(regards collection charges rule 7 fixes 6 per cent, of the annual value 
-■as the maximum amount permissible. Where a house has re- 
mained vacant for a period, this maximum, of course, would never 
be reached, and in many cases there will be no collection charges. 
The maximum amount permissible should be reduced in all cases 
where a house has remained vacant for a period to 6 per cent, of 
the annual value as diminished by the amount allowed in respect of 
vacancies. Proof must alwa 5 ^s be given of the collection charges 
liaving been incurred. Eule 7 simply provides that, where there 
is proof of collection charges, such charges may be allowed subject 
:to the provision that in no case shall the amount allowed on account 
of collection charges exceed 6 per cent, of the annual value. 

(w) Legal expenses incurred in recovering rents from tenants 
.-should be treated as a permissible deduction included in collection 
<jharges subject to the following conditions : — 

(a) Only net legal expenses, that is, expenses after deducting 

any costs recovered from the opposite party will be 
deducted. 

(b) The actual expenses incurred in excess of the costs 

deducted will be allowed in the year in w'hich the 
decree is passed ; a further allowance for costs proved 
to be irrecoverable will be given later, if necessary. 

(c) The total allowance for collection charges including legal 

expenses allowed must, of course, not exceed the 
statutory 6 per cent. 

47. Property. Deduction for unrealised rent. — Umrealised 
■rent on any property is exempt from income-tax and is also ex- 
'Cluded in computing the total income of an assessee, provided 
.that — 

(a) the tenancy is bond fide ; 

(b) the defaulting tenant has vacated, or steps have been 

taken to compel him to vacate, the property; 

(c) the defaulting tenant is not in occupation of other pro- 

. perty of the assessee ; and 

(d) the assessee has taken all reasonable steps to institute 

legal proceedings for the recovery of the unpaid rent. 

48. Property. Allowance in respect of vacancies. IfScction 9 
il) (vii).'] — ^No fixed rule can be laid down regarding the allowance 
"to be granted in respect of vacancies under clause (vii). Property 

- is taxed on the “annual value” which, as noted above, is the com- 
mercial rent of a house — the rent which it would fetch if let by the 
■j'ear. Where the property is let at an annual rental correspond- 
ing to the annual value it would be fair to allow a proportionate 
•deduction corresponding to the period of the vacancy, that is, if ii 

N 2 
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■were vacant for half the year, half the annual value might be- 
allowed, Property may be let on short lease for a period less than 
one year and fetch a rent for that period far in excess of what has 
been fixed as the “annual value’’, and in such cases po allowance 
obviously can be given. Where a claim is made on account of 
vacancies, the owner should be ashed to state what the actual rental 
was that he had received for the period of the year during which- 
the property was let and the amount allowed on account of vacan- 
cies should, under no circumstances, exceed the amount by which 
the rent received falls short of the annual value. There can, of 
course, he no allowance in connection with any property which is- 
reserved by the owner for his private occupation. A claim on • 
account of vacancies can only be entertained in connection with; 
property that is usually let. 

49. Property. Limitation of total allowances. [^Section 9' 
(2).]~The proviso to section 9 (7.), that the aggregate of the- 
allowances made under that sub-section shall in no case exceed the- 
annual value, was inserted owing to the new provision in section 24 
providing for the set-off of losses under one head against income,, 
profits or gains under any other head. Instances have occurred of 
buildings situated in extensive grounds or on valuable sites being 
mortgaged for sums the interest on which is far in excess of the 
“annual value”. The result of this proviso is that the annua! 
value of the property belonging to an assessce can in no case be- 
reduced to a minus sum owing to the allowances, and that there can 
be no loss under this head to be set against income, profits or gains- 
under any other head. 

50. Method of accounting for assessing income, profits and gains- 
under sections 10, 11 and 12. (See section 13.) — (i) Owing to 
High Court ruling, referred to in paragraph 13, regarding the defini- 
tion of the word “income” the provisions jn the present Act have- 
been so worded as to make it clear that as regards income, profits- 
. or gains from business, professional earnings or the other sources- 

mentioned in section 12, no uniform method of accounting is pre- 
scribed for all tax-payers, and that every tax-payer may, so far as- 
is possible, adopt such form and system of accounting as is best, 
suited for his purposes. The only restrictions are that the method' 
adopted must be one that clearly reflects the income of the assessee- 
in respect of the fixed period of “the previous year” and that it- 
is the one regularly employed by him for the purposes of liis busi- 
ness. If the tax-payer does not regularly employ a method of 
accounting which clearly 'reflects his income for the “previous- 
year.” the i-''mputation will he made in such manner as in the; 
opinion of the Income-tax Officer does clearly reflect it. 

(«) There are two main systems of keeping accounts. There is,, 
firstly, the cash basis system, where a record is kept of actual 
receipts and actual payments, entries being made only when money" 
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as actually collected or disbm'sed. It is probably unusual for a 
trader to calculate his profits on this system. If he does so, it 
must be remembered that the difference between the value of his 
-opening and closing stocks must be taken into account in com- 
puting the year’s profit, in order to secure a proper and even distri- 
bution of his- profits over a series of years. There is, secondly, 
ihe mercantile accountancy system under which a profit and loss 
account is maintained and a comparison is made of the value of the 
stock in hand at the beginning and at the end of each year. Under 
this latter system entries are made in the accouncs on the date 
_not of receipt of money or expenditure of money, but on the date 
of transactions irrespective of the date of payment. When goods 
are sold, for example, an entry is made at once on the receipt side 
■of the account, although no cash may be received at the time in 
payment of such goods ; and an entry is similarly made on the debt 
side when a liabilitj^ is incuiTed although payment on account of 
such liability may not be made at the time. — It will be the method 
of accounting adopted for or by the tax-payer, therefore, that will 
determine the period within which any item of gross revenue or 
•any deduction therefrom is to be accounted for, and which will 
•determine whether particular allowances are or are not permissible. 

(in) It is for this reason that the Act does not contain a complete 
statement of the deductions or allowances that are permissible or 
not permissible in working out business profits or professional earn- 
ings, since certain allowances or deductions can only occur where 
■the mercantile accountancy system is adopted. There can, for 
•example, be no allowance for “bad debts” where the cash basis is 
the method of accountancy employed. Under the mercantile 
accountancy systam. as noted above, an entry is made on the receipt 
•side when a sale is concluded, although the money on account of 
•such -a sale has not been paid and in making up the accounts at the 
•end of the year such entries are treated as receipts, and the tax is 
levied on these “book profits”. It may happen that some of- these 
■•“book profits” cannot be recovered; they are written off as “bad 
debts” when found to be irrecoverable; and since such “book pro- 
fits” haan been included in the income assessad to income-tax, the 
“bad debts” must be written off against the “book profits” in 
the year in which they are written off in the accounts as irrecover- 
able. Where the cash system is adopted, there can be no “bad 
debts”. 

(iv) A bad debt or irrecoverable loan cannot be allowed as a de- 
-duction unless : — 

(a) the assessee has 'writen it off his accounts, 

(b) it has actually become bad or irrecoverable, and 

(c) it actually became so in the “-previous year” , 

(v) The word “irrecoverable” in the term “irrecoverable loan” 
should be given a wider sense than its technical legal meaning. 
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{vi) The fact that a loan or other debt has become legally “irre- 
coverable” is not conclusive evidence that it is actually h’recoverable 
or “bad”. But a loan or other debt that has become legally irre- 
coverable should ordinarily be treated as actually uTecoverable or 
“bad”, unless the assessee proves it to be otherwise. 

{vii) The contention often put toward by assessees, or then.’ re- 
presentatives that if a debt or loan is written off it can no longer 
be recovered by suit, should not be admitted because a creditor 
who has wiitten off a debt or loan in liis accounts as bad or 
irrecoverable is not in any Avay debarred from suing for its recovery 
unless the acf of writing off is communicated to the debtor or it is 
agreed between the creditor and debtor that a certain amount shall 
be paid and .iccepted in full satisfaction. 

ivUi) Again, it will be the method of accounting that will deter- 
mine the particular year in which allowances common to both sys- 
tems of keeping accounts may be made. In sub-section (3) of section 
10 of the Act provision is made for allowances on account of rent 
paid, mterest paid on capital borrowed, the amount of premium 
paid in respect of certain classes of insurance, amount paid on 
account of current repairs, etc., and sub-section (3) of section IT 
states tliat the word “paid” means “actually paid” or “in- 
curred” according to the method of accounting upon the basis of 
which profits or gains are computed, i.e., where the cash basis is 
adopted, it will be the date of actual payment that will determine 
the 5 ^ear in which such allowances may be made, whereas if the 
mercantile accountancy system is adopted, the allowances can be 
claimed in the j^ear in which the liability to pay accrued. 

51. Method of accounting “regularly employed” (Section 
13.) — (i) The method of accounting regularly employed by an asses- 
see for the purposes of his business should, so far as possible, be the 
method adopted for working out his profits for income-tax purposes ; 
but the Income-tax Officer has to decide whether ihat method of 
accouniing is the one regularly employed for the purposes of the 
assessee’ s business and whether it is such as to reflect clearly the 
taxable profits for the “previous year”. In most cases this should 
cause no difficulty. Doubtful cases should be referred to higher 
authoiities. As an example of the principles to be followed in 
settling doubtful cases two instances of such cases are given. It 
is the practice amongst certain merchants to prepare their accounts 
on the basis of the mercantile accountancy system in respect of 
transactions between themselves and members of their own com- 
munity, but on the basis of cash pa3’^ments in the case of transac- 
tions between themselves and their customers. Provided that the 
same system is continuously employed, there appears to be no 
reason wh}’’ this particular practice should not be considered to be 
a “method of accounting regulaily employed”. Again there are- 
ca ’es where the various- branches of a business are only closed 
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once in tnree or five years and wheic the accounts of tlie branches 
are Jiot annually incorporated in the headquarters business's 
accounts. In such a case it might be possible to assess either on the 
average annual profits of the branches as disclosed by the accounts 
last filed or on the actual profits brought to account owing to parti- 
cular branches closing in particular years. 

(u) The cases in which an assessee desnes to change his account- 
ing system should be rare and where such a request is made, the 
Income-tax Officer in considering it should, as in the similar case of 
a demand for a change in the “previous year” (paragraph 6), if he 
is prepared to allow the change, take steps to secure that no profits 
escape taxation on account of the change. While section 13 leaves 
it to the discretion of the Income-tax Officer to decide whether a 
particular system of accounting should be accepted or whether 
a change in the S 3 ^stem of accounting should be allowed, the discre- 
tion of the Income-tax Officer in this matter can be questioned in 
the com’se of an appeal against an assessment under section 30, i.e., 
it may be made one of the grounds of appeal in contesting the 
assessment of the profits. 

52 . Bu&iness. {Sectioyi 10.) — (i) “Any business” in sub-section 
(I) of the section means “any business or businesses”. 

(ii) It was laid down in Inland Kevenue Commissioner versus 
Maxse (XII, English Tax Cases, page 41) that “a profession in- 
volves the idea of an occupation requiring purely intellectual skill or 

manual skill controlled by the intellectual skill of the 

‘operator as distinguished from an occupation” {i.c., a business or 
trade) “which is substantially the production or sale or arrange- 
ments for the production or sale of commodities”. In this view a 
firm of architects or accountants or engineers cannot be regarded as 
carrju’ng on a trade and should not be assessed as though thej'^ were 
carrying on a business. 

53 . Business deductions. General. — lATiile, as stated in para- 
gi-aph 50, it is not possible, owing to the variety of accounting 
sj'^stems, to prescribe exhaustive lists of deductions ihat are or are 
not permissible in the case of all businesses, section 10 {2) contains 
a list of allowances that are permissible in the case of all businesses. 
The following is a list of the deductions that are not permissible 
in the case of anj- business whatever the system of accounting may 
be th-ir is adopted : — 

"(a) Reserves for “bad debts” or for “provident” or other funds 
or an\' other purpose such as the equalisation of profits or dividends ; 

(5) Expenditure of the natm’e of charit}'^ or presents ; 

(c) Expenditure of the nature of capital ; 

(d) Cost of additions to, or alterations, extensions or improve- 
ments of, any of the assets of a business ; 
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(e) Sums paid on account of income-tax or super-tax in India or 
elsewiaere or any tax levied by any authority other than land 
revenue, local rates or municipal taxes in respect of rhe portion of 
the premises only which is used for the purposes of the business. 
The question w'hether a salary paid to a partner is an admissible 
■deduction for purposes of income-tax, or in other words the question 
w'hether a so-called “salary” paid to a “partner” is really a 
salary or simply an allocation of profit, is a question of fact to be 
tletermmed in each case, with reference to the circumstances (see 
Electrical and Dental Stores versus Commissioner of Income-tax, 
Punjab, V, Srinivasan’s Tax Cases, pages 254-257 — Lahore High 
■Court) ; 

if) Interest on the proprietors’ or partners’ capital including 
interest on reserve or other funds, (c/. Allahabad High Court 
Case No. 223 of 1923, in the matter of Lalla Mai Hardeo Das 
'Cottoij Spinning Mill Co. of Hathras, I, Srinivasan’s Tax Cases, 
page 266); 

ig) Private or personal expenses of the assessee ; 

ill) Eental value of property 'owmed and occupied by the owner 
■of a business for the purposes of the business ; 

(i) Losses sustained in former years ; 

ij) Any loss recoverable under an insurance or a contract of 
indemnity ; 

ik) Depreciation of any of the assets of the business other than 
the depreciation allowed under section 10 (2) ivi) ; 

il) Any sums paid on account of any cess, rate or tax levied on 
the profits or gains of any business or assessed at a proportion of or- 
•othenvise on the basis of any such profits or gains; 

(m) Any expenditure of any kind which is not incurred solely for 
the purpose of earning the profits. 

54. Dtisiness deductions. Irrecoverable Loans. [^Section 10 
f5).] — (i) Where an assessment is made of profits or income from a 
banking or money-lending business, loans which cannot be recovered 
.should be deducted from the assessed profits of such business at 
the time when such loans can be definitel}'' proved to be irrecover- 
able. Por example, if a banker has lent out 5 lakhs of rupees and 
received Es. 50,000 as interest but has during the same year lost 
an irrecoverable loan of Es. 25,000, he should De assessed on 
Es. 25,000. Similarly, if the same banker receiving Es. 50,000 
.as interest on his loans suffers a loss of an irrecoverable loan 
amounting to one lakh during the same year, the income to be 
assessed to income-tax from the money-lending business in that 
3 'ear will be nil. These examples will apply whether the assessee 
had previously been assessed to income-tax or not. 
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This instruction will also apply to the assessment of other 
traders, whore loans have been made in connection with the busi- 
ness and in which the Joans are of the nature of the business and 
the loss is a true trading loss. 

iiii) The mrecoverable loans in the sense referred to in this para- 
graph are sometimes confused with the “bad debts’’ described in 
paragraph 60, but they are of a totally different nature. Money 
lent out on interest is the stock-in-trade of a money-lender or 
banker and the loss of such stock-in-trade can clearly be regarded 
as a trading loss like the loss of the stock-in-trade of anj' other 
trader where the loss is not covered bj'^ insurance. In settling 
claims of this nature the question has always to be considered 
whether money-lending is, or is not, a part of the business of the 
trader in question. The investment of savings or occasional loans 
made to acquaintances cannot be considered to be loans made in 
the course of trading. 

55. Allowance on account of rent of business premises [Sec- 
tion 10 (2) (i).] — The allowance referred to in tins clause is only 
in respect of that portion of the premises in which the business is 
carried on and the same limitation applies to all allowances relating 
to premises or buildings in clauses («), (iv), (v), (vi) and {viii). 
Where premises are owned by the owner of the business, of course 
no allowance on account of rent, is permissible since the owner 
is not liable to pay tax on the annual value , of such premises 
under section 9. Where the trader resides in a part of the busi- 
ness premises, the full rental cannot be set against the profits 
and the Income-tax Of&cer must, in each case, determine the 
portion of the rent that may so be set off. 

56. Allowances on account of repairs of business premises. — (i) 
Where the assessee is himself the owner of his business premises, 
he is allowed as a deduction the amount spent on repairs each year 
on the portion of the premises used for the purposes of the business 
under section 10 (2) (v) ; where he is the tenant of the premises he 
is, under section 10 (2) (ii), allowed the amount expended by him 
■on repairs if his lease requires liim to execute repairs. Where the 
•premi.se s are occupied partly as a lesidence and partly for the pur- 
poses of a liusiness, the same proportion of the disbursements on 
repairs should be permitted to be deducted as is taken in calculating 
the rent permissible under section 10 (2) (i). 

(ii) The phrase “current repairs’’ in section 10, sub-section (2) 
(v) should be interpreted to mean such repairs required to keep 
building, machinery, plant and furniture, in serviceable condition, 
as are rendered necessary by ordinary wear and tear (as opposed to 
.accidental or wilful damage or other unusual causes) and are of 
■their nature recurrent (supposing that the owner displays reason- 
•able care and prudence in keeping the asset, whatever it may be, 
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in good order) at comiDaratively short intervals — say, at least, once 
in two or three years. It also includes minor replacements (in 
respect of which it would be absurd to expect an entry to be made 
in a block account or similar record or in any records maintained 
for the purposes of calculating depreciation) and also mere adjust- 
ments of existing parts and in the case of machinery or plant, any 
replacement or renewal which is not so extensive as to destroy ita 
identity. 

(m) Expenditure on anything that, if it had been done when the 
asset was new, would have increased its capital value should be 
regarded as capital expenditure. 

57. Business — Allowance in respecL of horrojced capital. 
iSection 10 (2) {Hi ).'] — (?) The allowance under this clause can only 
be given where pa 3 mient of the interest is not in anj' way depend- 
ent on the earning of the profits. It cannot be allowed, therefore 
in respect of any borrowings the interest on which is not paji^able 
unless profits are earned or the interest on which varies according 
to the amount of the profits earned. In all cases it will be a ques- 
tion of fact whether the payment of interest is or is not actually 
dependent on the earning of profits. No allowance can be made in 
respect of the share capital of companies or of the capital put into 
a firm by the partners ; but a co.oipany’ is entitled to an allowance 
of the interest paid on its debentures and a firm to an allowance 
of interest of money borrowed under a mortgage. On the other 
hand, a firm alleging that it has no independent capital and that 
it is working only^ on capital lent b}^ the partners at a dafinite rate 
of interest which must be deducted from the earnings of the firm 
before its profils can be declared, is not entitled to allowance under 
this section unless definite proof is given that a particular partner 
has made a legal loan to the firm, i.e., a loan under an instrument 
on which he can sue and under v.Iiich interest at a fixed rate is 
to be paid to him annually irrespective of the earning of any 
profits. (Of. Allahabad High Court, Case No. 223 of 1923, in the 
matter of Lalla Mai Hardeo Das Cotton Spinning Mill Co. of 
Hathras I, Srinivasan’s Tax Cases, page 266.). Similarly the share 
of profits given to Mohammedan depositors in lieu of interest on 
borrowed capital cannot be allowed as a business expense. 

in) No rule has been made under the “explanation” to this 
clause defining what Mutual Benefit Societies are to have the benefit 
of the “explanation”. It has been found that the “explanation”, 
if applied, is likely to give more trouble to the societies than the 
present procedure. Executive instructions have however been 
issued that in the case of such societies (which appear to be peculiar 
to the Ivladras Presidenej’’) where the taxable income is Ps. 6,(300 
or under and wliero the “shareholders” or “subscribers” reside 
within the limits of the circle of one Income-tax Officer, the com- 
pany or society should not be assessed direct to income-tax, but 
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the principal officer should furnish the Income-tax Officer with a 
list of the amounts j)aid out to subscribers showing the original 
subscriptions or capital invested and the interest thereon and the 
Income-tax Officer should ascertain what particular recipients of 
these payments are liable to tax and should add the amount of 
interest that they have received to the income on which they would 
otherwise have been assessed, that is, he should assess the recipients 
direct. 

58. Business — Allo^oances in respect of insurance premia. 
iSectioji 10 (2) (ffi).] — (i) The allowances under this clause are re- 
stricted to insurance policies taken out against the risk of damage 
or destruction of buildings, machinery, plant, furniture, stocks or 
stores, used for the purposes of the particular business of which 
the profits or gains are being calculated and no allowance can be 
made on account of premia in regard to other insurances. Further, 
any sums not actually expended on premia but merely set aside 
by a company or firm as an insurance fund are simply a particular 
description of reserve and no allowance or deduction can be given 
in respect of such reserves. 

(ii) The Act does not contemplate the deduction of premia on 
account of insurance against a loss of profit. If, however, the 
owner, ol' a business elects to claim any such allowance, he should 
signify his intention to the Income-tax Officer — and if he makes a 
declaration in writing, undertaking generally to pay the lax on 
any amounts recovered from an Insurance Company under any 
such policy or pohcies, the allowance will be granted in respect 
of the niemia for any such policies that he may have taken out 
not more than a month before the date of such declaration or that 
he may take out subsequent thereto. Where no allowance is asked 
or allowed in respect of such policy, any sums received from the " 
Insurance Company on account of the policy will not be liable 
to tax. 


59 Allowances in respect of depreciation. — [^Section 10 {2)- 
(?;/).] — (0 The allowances permissible under this clause are pre- 
scribed in rule 8 and the information that must be fm’nished in order 
to obtain an allowance is set out in rule 9. It is only the particular 
classes of buildings, machinery, plant or furniture mentioned in 
rule 8 in respect of which the depreciation allowance can be 
claimed, and the buildings, machinery, plant or furniture for which 
depreciation allowance is claimed must be used for the purposes 
of the particular business of which the profits or gains are being 
computed. No allowance can be claimed on account of deprecia- 
tion, for example, of any portion of a building which is used as a' 
residence by the assessee. Further, the buildings, ate., must be- 
the property of fhe assessee. No allowance can be claimed if they 
are leased from others. 
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O'O Buildings belonging to the owner of a business and used by 
'him in order to bouse bis employes are buildings used for Ibe pui- 
jpose of business if the owner charges no rent. If, however, fent is' 
charged section 9 would apply. 

(m) “When a person succeeds to a business, the depreciation al- 
lowance due to Inm in respect of buildings, machinery, etc., taken 
•over by him from his predecessor should be worked out on the 
basis of original cost to the successor (not on the cost to the prede- 
•cessor). The r-ame will apply where the pei'son is not a successor 
(but merely a purchaser. (S'araspur Mills Co., Ltd., Ahmedabad 
-versus Commissioner of Income-tax, Bombay — Civil Pieference 
No. 3 of 1931, High Court of Bombay.) 

{iv) Depreciation should be allowed on the cost of setting up 
imachiner}'^ and pliant, that is, the expression “original cost’’ in 
.section 10 {2} (vi) should be held to include the cost of freight, 
■pay of Engineer and staff who erect the machinery, put it in 
working order, and carry out experiments to test it. The rates of 
■^deprecjaiion allowance fixed in rule 8 are fixed rates for the whole 
of India. Depreciation at those rates rnust be allowed each year 
when there are sufficient profits, and onl}^ the excess of the depre- 
•ciation allowance over profits can be earned forward from year to 
3 '’ear until absorbed, and this practice must be followed whether 
'the depreciation allowance is adjusted in the accounts of the assessee 
•or not and irrespective of the amount shown in the accounts. It 
is for this reason that in the form of returns of income prescribed 
in rules 18 and 19 any amounts entered in the accounts of an 
.assessee for the depreciation of any of the assets of the business 
must be written back as the amount allowed for income-tax pur- 
poses is the amount prescribed in the rules and not the amount 
vcntered in the books of the assessee. 

(v) Where an assessee owns more business than one, any part of 
the depreciation allowance in respect of one business, that cannot 
be set off against the profits of the same business, owing to the 
iprofits in question being insufficient, shall be set off, if possible, 
.against the profits for the same year of any other business or 
businesses owned by the assessee. Any amount of depreciation 
Ihat cannot be set off against the assessee’s business profits for the 
-same year, whether he owns one business or more, shall be set off 
••under section 24 against bis income, profits or gains chargeable 
with income-tax under anj other head in that year. Any part 
-of the depreciation allowance due to an assessee that cannot be 
set off against his income, profits or gains under all heads for the 
year in question, shall be carried forward to the next year under 
proviso (b) to sub-section (2) (vi) of Section 10 of the Act. The 
-assessee should not be allowed the option of either setting off 
lunabsorbed depreciation allowance against the profits of any other 
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business or against other heads of income, profits or gains on the- 
one hand or canying it forward on the other. 

(vi) This clause provides for the depreciation of furniture, but it. ' 
may not suit the convenience of particular traders to ask that a de- ' 
predation account should be kept up for petty items of furniture and 

a depreciation allowance on account of furniture should therefore,, 
be granted only in cases in which it is asked for, in which event 
the cost of replacement should not be allowed ; where such depre- 
ciation allowance is not asked for, the cost of replacement should 
be allowed in the year in which the furniture is replaced. 

(vii) Whatever depreciation allowances are granted, it will be 
iiecessary to maintam an account showing the original cost to the 
assesses of the plant, the amount of the annual allowance, the 
amount of the allowances already granted and the balance still to be 
allowed. 

(vUi) The percentage allowance fixed in the rule for the perman- 
ent way of electric tramways only covers cases where the number of 
car miles per mile or track does not exceed 1,25,000 car miles per 
annum. Where the number of car miles per mile of track per 
annum exceeds 1,25,000 special terms will have to be made in each 
case. Similarly special consideration should be given to each case 
where there are special circumstances such as exceptional gradients, 
the compulsory use of wood paving, etc., tending to show that the 
car mileage does not fairly represent the wear and tear of the 
track. The cost of renewing concrete foundations should be 
allowed as a trading expense as and when incurred, provided that,^ 
if the renewed foundations arc an improvement on the old ones, se 
much of the cost of the renewed foundations as represents such 
improvement should not be admitted as a trading expense. 
Amounts received for the old materials, whenever renewals are- 
effected, should be credited against the cost of the renewals, and 
if the old materials are not disposed of at the time or are used 
for other purposes, their estimated value should be deducted, sub- 
ject to adjustment if necessary, as and when the old materials are 
disposed of. The percentages fixed for the depreciation of the 
permanent way are based upon the estimated life of a track from' 
a consideration of the number of car miles per mile of track, and- 
consequently these percentages may vary in connection with the 
.same undertaking. It must be clearly understood that the revision; 
of the life of a track need not necessarily be deferred till the whole- 
track is renewed, because it may become clear before that date that 
revision is necessary either in the direction of increasing or de- 
creasing the average life. As regards the rate for general plant,, 
machinery and tools, all other plant and machinery including work- 
shop tools but excluding loose implements, office furniture and 
small articles which require frequent renewals (expenditure on 
which is allowed as a business expense against revenue), should 
be lumped together and the rate of 5 per cent, depreciation should; 

V *v. 
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be allowed therean in addition to the cost of repairs. No deprecia- 
tion should be allowed on overhead equipment, i.e., trolley wires 
. and connections : all expenditure on maintenance and renewals 
should be charged as working expenses, as and when incui’red. 

{ix) The item “Below ground — ^All to be charged to revenue” in 
exception (1) under item 6 (Mineral oil companies) — B, (Field 
• Operations), in Buie 8 means that on the plant in question (pipes 
etc.) below ground, depreciation is to be allowed at 100 per cent.’ 

- so that if the profits are insufficient in any year to allow of the full 
100 per cent., being written off against them, the balance can be 
-carried forward, under proviso (h) to section 10 {2) (ai) of the Act 
to subsequent years. 

{x) No depreciation allow'ances are granted to railways on ac- 
. count of depreciation of their rolling stock as renewal charges are 
.allowed as a, business deduction. 

{xi) An assessee deriving income from a railway or tramway 
(other than an electric tramway) business’ may at his option require 
that in computing the profits or gains of such business the following 
allowance shall be made in lieu of the allowances specified in 
• clauses (a), {vi) and ivii) of sub-section {2) of section 10 of the Act, 

; namely : 


The actual expenditure incurred by the assessee during the 
previous year on repairs, replacements, and renewals 
of plant, machinery, buildings and furniture which 

n TP fibp nmi>-vovf IT ^ I , 

(xii) 

For ^ 


.t- 


,iea 1 furniture . i. 

« machinery, plant anci xvu ^ _ 

xiuin/i profession. The cost, of replacing 

...X, TiibtinguJshed from original and additional purchases) such 

istruments should be allefwed as an expenditure under sec- 

on 11 (2). 


ixiii) As stated in paragraph 53, no allowance can be made on 
account of the depreciation of the assets of a business other than the 
particular items mentioned in this sub-clause and in rule 8. No 
depreciation allowance, for example, is permissible to provide for 
the amortisation of capital sums paid on account of the purchase 
of the lease of a mine or for the depreciation of wasting assets such 
as coal. Depreciation allowances should, however, be allowed for 
sinking shafts, tramways and sidings in coal mines, which are 
1 included in the term “plant”. 
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(xiv) Where a business of such a nature that the profits derived 
-from it vere not previously liable to tax owing to a special exemp- 
tion conferred either by statute or by notification, or rule having the 
force ol law (examples are Shipfiiig Companies and Indigo Com- 
panicsj, is taxed for the first time, the assessee is not entitled to 
-claim in the first year of taxation, under proviso (b) to section 10 
(2) (vi), accumulated depreciation allowances for all the years 
■during which the profits of the business w’’ere not liable to tax. 
But in such cases depreciation must be allowed year by year for 
the full period of 20 years (or whatever it ma}’’ beh 

(xv) Shares and secmities held as part of the capital of a business 
should be similarly dealt with. So long as shares or securities 
continue to be held by a company, firm or individual as part of his 
or its capital, any depreciation or appreciation in their market 
value is outside the scope of the Income-tax Act; and similarly, 
when the value of shares and securities so held (for example, the 
securities constituting the reserve fund of a bank or other com- 
pany) is realised, the transaction is a capital transaction, and 
no account should be taken for income-tax purposes of any profit 
■or loss resulting from the sale. On the other hand, where an m- 
■dividual company or firm habitually uses part of his or its resources 
in the purchase of securities or shares with a view to obtaining 
orofit on their sale and the subsequent re-investment of the proceeds, 
;he indmdual, company or firm is, in altering his or its invest- 
ments, carrying on a trade for the sake of obtaining profit there- 
irom, and the profits secured or losses incurred are trade profits or 
losses which must be taken into account in determining the assess- 
ment to income-tax. It will, therefore, always be a question of 
fact to be decided on the merits of each case whether the changes 
in investment are of sufficiently systematic a character to consti- 
fuie the exercise of a trade, but if they are, the profits therefrom 
■are liable to assessment, and an allowance must be made for any 
losses in calculating the amount of tax payable. 

60. Business — Obsolescence allowances. [^Section 10 (2) 
■ivii).'] — (i) It must be particularly noted that the allowances under 
this clause can only be given where the machinery or plant 
■becomes obsolete. ^Vhere machinery or plant is sold for reasons 
•other than that it has become obsolete, no allowance can be given. 
AVhere a machine is sold no allow'^ance can be given if the facts 
■present evidence that the machine is not obsolete. 

(m) The amount allowed for obsolescence is, again, calculated 
ipon the original cost to the oioner. The amount to be given is the 
.amount of such original cost to the owner as reduced by the depre- 
ciation allow'ances under clause (vi) and the amount for ■which 
the machine is actually sold or its scrap value. For example, a 
machine costing Es 10,000 on which a depreciation allowance 
<of 10 per cent, of the original cost is admissible 1= sold after 5 
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years for Es. 2,000. The original owner gets Es. 5,000 foi* 
depreciation and nothing for obsolescence as the machine is not 
scrapped or sold on account of obsolescence. The second owner 
gets also an allowance at the rate of 10 per cent., and as the cost 
of the machine to him was Es. 2,000, his annual allowance is 
Es. 200. If owing to its becoming out of date the machine is 
scrapped useless after three years then in the year in which it is 
so scrapped the second owner can claim Es. 1,400 for obsolescence. 
Eo allowance for obsolescence is obviously permissible if the 
machine lasts 10 years or more with any one owner. This will apply 
also where the “second owner” is not merely a piu’chaser but a 
“successor” to the business of his predecessor to which the 
machine originally belonged. 

61. Business — Allowanee on account of dead or useless 
animals. [Section 10 (2) (vii-a ).'] — The allowance in respect of 
live stock that has died or become permanently useless to the 
assessee should be granted whether the live stock is replaced or not. 

62. Allowance on account of rates or taxes. [Section 10 (2} 
{viii ).\ — The allowance under this clau.se covers mly the ^and 
revenue and local rates or municipal taxes paid in respect of the 
portion of the premises used for the purposes of the business. In 
assessing mcome from business a local rate or tax which is payable 
irrespective of whether profits are made or not should be treated 
as ex[-enditure incurred solely lOi: the purposes of earning profits 
or gains within the meaning of section 10 (2) (ix) if the rate or tax 
is not an admissible deduction under section 10 (2) (viii). No- 
allowance can be given on account of any other rates or taxes what- 
soever. All rates and taxes therefore, whether levied on the pro- 
fits of a business or which ard charged on the proprietor of a 
business in respect of anything other than the actual portion of 
the premises used for the purposes of the business, must be dis- 
allowed. (See also paragrajih 69 and Patna High Court Case 
No. 102 of 1920, in the matter of Eaja Joyti Prasad Singh Deo- 
of Kashipur I, Srmivasan’s Tax Cases, page 103.) 

63. Business — Alloioance on account of bonus paid to 
employes. [Section 10 (2) {viii-a ).'] — The allowance under this- 
clause covers any sum paid as bonus or commission to an employe 
for service rendered if such sum would not have been payable to 
him as profits or dividends if it had not been paid as bonus or 
commission, provided that the amount is reasonable with reference 
to his pay and conditions of service, the profits of the business for 
the year in question and the general practice in similar businesses. 

64. Miscellaneous business deductions. [Section 10 (2) (fai).] 
— (i) While the Act makes no provision for contributions by employ- 
ers to private provident funds constituted for the benefit of their 
employes being deducted in arriving at business income liable to> 
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tax, contributions to such provident funds emploj^ers should be 
allowed as a business expense in all cases where the funds are 
constituted as irrecoverable trusts and where no part of the employ- 
ers’ contributions can be recovered by them. Where, however,, 
such fu3-ds remain in the hands or under the control of the employ- 
ers, no contributions by them can be allowed as a business expense ; 
but in such cases actual payments made to employees leaving the 
service of the employer should be allowed as a business expense 
in the year in which such pa5'ments are made, so far as such 
payments are made from the contributions of the employers- 
whether in that year or in preceding years. As regards employers’ 
contributions to “recognised” provident funds, see paragraphs 24 
and 31. 

(it) The same remarks apply to superannuation funds or reserves 
for the purposes of providing pensions to ex-employees. Actual 
sums paid as pensions to ex-employees or to the widow or children 
of an ex-employee should, however, be allowed as a business ex- 
pense v/here the pensionary payment is a fixed or recurring one,.- 
but no claims on account of “pensions” should be entertained 
where the ‘ ‘pensions’ ’ are paid to persons who have or who at any 
time had a share or interest in the business. 

(tit) Premia paid by an employer to cover the risk of liability tO’ 
compensate any of his employes lor injuries under the Workmen’** 
Compensation or Accident Insurance Act (VIII of 1923) should be 
treated as business expenses and allowed under section 10 (2) {ix} 
as a deduction in assessing income from business. 

(w) The following principle should be observed in dealing with 
claims that bond fide expenditure for the welfare of the employes 
of a business should be allowed as a business expense. No con- 
tributions towards expenditure incurred by outside bodies which 
may benefit the employes of a company or firm incidentally with 
members of the general public, should be allowed, such as contri- 
butions for the support of clubs, recreation grounds, religious 
institutions, dispensaries, hospitals, schools and the like. If, on 
the otlier hand, an assessee maintains a school or a dispensary 
solely for the benefit of his employes reasonable expenditure on the 
upkeep of such an institution should be allowed as a working 
expen-ie. Similarly, expenditure incurred in the maintenance of 
a conservancy staff emploj^ed to keep the surroundings of the 
dwellings of the employes of a concern in a sanitary condition 
should be allowed. In no case, however, should any capital ex- 
penditure be allowed, such as, for f'xample, the amounts expended 
on the construction of latrines, drains, water-works or hospitals. 

(v) Sums embezzled by an employee are an admissible charge 
against the business of his employer. 
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{vi) Assessees sometimes receive from their constituents pay- 
ments intended to cover Bail way expenses, cooly charges, etc, which 
they have to incm- in the course of their business. When payments 
me made out of the sums and are debited specifically to constituents 
they may be allowed as deductions from the assessable income, 
without insisting on strict proof of payment by the production of 
TOuchers, provided that it is reasonably certain that the payments 
.have been made. 

(,vii) Indian traders and business men charge their customers or 
•clients a small fee on each transaction — for example so many pies 
'on each bag of some commodity sold — the proceeds of which are 
supposed to be devoid to varioas rehgious, charitable or educa- 
tional purposes. Such customary subscriptions by clients and 
customers for religious or charitable (including educational), pur- 
poses, and the corresponding expenditure by the assessee, should 
be left out of account altogether in computing the taxable income, 
provided that the Income-tax Ofiicer is reasonably satisfied that 
the sums in question are really applied by the assessee ultimately 
(and not necessarily in the year of collection) to the object for 
which iLey were ostensibly collected. No attempt should be made 
to separate these subscriptions from the trade expenses of the 
customers or clients to whom tJiey are charged and to disallow 
them as not being trade expenses. 

{.viii) Sums received for political pm'poses should be included in 
income and the corresponding expenditure on these purposes should 
not be allowed as a deduction from the taxable income. 

{ix) Strictly speaking, the cost of audits and similar operations 
conducted specially for income-tax purposes, whether in connection 
with assessments, with appeals, or with revision petitions cannot be 
allowed as a deduction from taxable profits [Euling of the Madras 
High Court in Secretary, Board of Bevenue (Income-tax), Madras, 
versus D.Munisami Chetty & Sons I, Srinanvasan’s Tax Cases, 
page 227.] 

(x) The reason for this is, of course, that whereas an audit or 
similar operation conducted in the ordinary course of business is pro- 
perly treated as a “business expense”, it is clear that one conducted 
purelj'^ in connection with Income-tax proceedings cannot be said 
to be incurred solely for the purpose of earning the profits or gains 
■subject lo income-tax [see section 10 (2) (fa)]. Since, however, 
there may be difficulty in individual cases in determining whether 
an audit of similar operation has been conducted wholly or partly 
for business purposes and, in the latter case, what portion of the 
expenditure incurred in connection with it can properly be treated 
as a “business expense”, it has been decided that audit or other 
accountancy services in connection with an assessee’s accounts 
foi the previous year rendered before his return of income is 
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mxade. if such a return is made on the due date, or within any ex- 
:t-ended period allowed by tlie Income-tax Officer for its submission, 
'should he ireated as work done for ordinary business purposes and 
therefore the expenditure incurred iliercon should be regarded as an 
4idmissiblo deduction in computing taxable income. 

■ixi) The. question as to what is capital or revenue expenditure in 
respect of tea gardens is one the answer to which depends on certain 
.general principles. The English decision in the case of Ahallam- 
■bro.sa Rubber Co. versus Farmer (o, English Tax Cases, 329) 
'establishes certain principles which are applicable to their case. 
‘The fust is that the co.st of the vplccap (e.g., weeding and draining) 
of an area that ismdt in bearing ma^y be charged to revenue. While 
'expenditure on the mainionanee of an area that has not readied 
smaturity ma^' be classified as revenue expenditure, any income 
derived from the sale of tea at this stage is on the same footing 
.as ini'omo from the sale of tea at any other stage and should be 
Taken mto account in computing the taxable income of the concern. 
The second ju’inciplc is that any expenditure that creates a potential 
•source of recurring revenue at whatever stage in the develop- 
ment or working of the estate is capital ex])enditure. The source 
•of re%'onue in tea gardens is the lea bushes, and whenever a bush 
is planted, a potential .^omce of revenue is created. It is the 
in'dividual bush that must be con.sidorcd and not an area planted 
with such bushes. In concession, however, to representations that 
an filling or supplying is in many cases necessary in order, to keep 
a tea garden in ii state of efficiency and that to regard expenditure 
•on such operations as capital expenditure will mean hardship, a 
proviso has been added in Rule to the effect that an allowance 
will be made on account of planting hushes in replacement of 
hushee that have died or become permanently useless in an area 
.•alread}'^ planted, unle.ss such area has previously been abandoned. 
This concession is extended only to tea gardens in British India, 
since Rule '24 applies only to such gardens. 

'65. Method o/ converting the net profits of sterling companies 
into rupee for the purposes of income-tax . — ^\Vhere the birsiness 
'Of a .‘■lerling company is transacted entirely in India, there is no 
need for the Income-tax Officer to look at the sterling accounts 
as 'he can get a record and ask for a return of the transactions in 
rupcc.s. He should act in the sau:c way in cases where the profits 
of the Indian Imanch of a company operating in other countries 
can he separately ascertained. In the case of a company operating 
Ihrou}.!! local branches in dilTcreiT countries where the profits of 
the Indian branche.s cannot be ascertained .separately but have to 
Ijc deducted from the total sterling profits of the company from all 
its operations, the net profits of the company for the purpo.^cs of 
:as.sessment to Indian income-tax should be converted into rupees 
:at the raio of exchange ruling on the Inst day of the year to which 
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the account relates unless the Income-tax Officer is able, by an- 
examination of the accounts, to ascertain the average rate of re- 
mittani^es throughout the year and to deduce from that the rupee- 
profits of the Indian branches. 

66. Premia on issue of shares. — The premia received by a com- 
pany on issue of shares are capital receipts, and, as such, not 
chargeable to tax. In the same way, the cost of issuing shares is- 
capital expenditure and cannot be allowed as a deduction for 
income-tax purposes. 

67. Professional earnings — Deductions. [^Section 11 (2).] — 

(i) Any expenditm-e that is claimed as a deduction under this sub- 
section must have been incurred solely for the pm-poses of the- 
profession or vocation. No deduction can be allowed in respect 
of personal expenses of the assessee or expenses of the assessee or 
expenses of a capital nature; but an allowance should be made- 
in respect of depreciation of buildings and depreciation and 
obsolescence in respect of machinery, apparatus, appliances, plant,, 
furniture or other Capital assets used in a profession. The terms 
“Capital assets’’ is intended to include books purchased by am 
assessee for the purpose of his profession. Two conditions must be- 
satisfied before a claim for depreciation or obsolescence can be 
admitted ; firstly, that the machinery, plant, etc., in respect ofi 
which a claim is made should be used solely for the purposes of' 
the profession or vocation the earnings from which are computed! 
and secondl}^ that they should be the property of the assessee.. 
No allowance can be claim'ed if they are leased from others. 

(n) The conditions specified in section 10 (S) (vi) and (vii) regard- 
ing the calculation of depreciation, etc., apply to cases under this- 
sub-section also, viz., (1) the particulars prescribed should be fur- 
nished to the Income-tax Officer ; (2) where full allowance cannot be- 
made in any 3 ^ear owing to there being no earnings at all or the- 
earnings being insufficient to grant the full allowance, the allowance 
or part of the allowance to which effect has not been given should 
be carried forward to succeeding years ; and (3) the aggi’egate of 
all the allowances made should not exceed the original cost to the- 
assessee. Any obsolescence allowance granted under this sub- 
section should be limited to the difference between the original cost 
to the assessee of the machinery, etc., as reduced by the deprecia- 
tion allowance aheady granted and the scrap value or sale price as- 
the case may be. 

68. Income from “other sources”. — Deductions. {Section- 
12 ). — I’he interest paid on money borrowed for the purchase of 
shares or securities can only be set against the income obtained 
from the shares or securities where it is proved either by a banker’s- 
certificate or otherwise that the borrowing has been definitely and 
solely for that purpose ; but where such proof ‘ is afforded, am 
allowance should be g-iven. 
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69. Deductions on account of taxes paid, — (i) -No deduction is 
•permissible in computing the income, profits or gains on account of 
any taxes or rates paid in respect of such income, profits or gains 
-except that a local rate or tax ■vrhich is payable irrespective of 
•whether profits are made or not (see paragraph 03) is to be allowed 

■ as deduction from income from business. Section 10 (5) (viii) of 
the Act allows as a deduction from business profits sums paid on 
account of land revenue, local rates or municipal taxes in respect 
•of premises used for the purposes of a husiness. This specific 
provision has been inserted because the local rates paid on account 
■of such premises are usuallj’^ in the nature of a payment for services 
rendered (c.g., b}^ supply of water, conservancy arrangements, 
•etc.), but that allowance is closel}’’ restricted to a local tax or rate 
levied in resptet of the premises used for the purpose of the husi- 
•ness. No deduction is allowed for any other local rate or tax such 
ras, for example, local taxes varying according to the income or 
/profits of a business. Nor is any deduction on account of a local 
rate or tax on property allowed from the annual value of property 
•which is taxable under section 9. Similarly no allowance is per- 
missible on account of income-tax or super-tax paid by an assessee. 
Where piojicrty, profits or gains are liable to taxation in other 
-countries or b}’’ other authorities in British India all these authori- 
ties arc taxing the same property or profits for different purposes. 
,In the Patna High Court, Case No. 102 of 1920 in the matter of 
■Paja Joyti Prasad Singh Deo of Kashipur (I, Sriuivasan’s Tax 
•Cases, page 103), it was held that the amounts paid for cases hy 
a person deriwng an income from rent of collieries and from royal- 
•ties on the amount of coal raised from the collieries are not to be 
'deducted in computing the amount of his assessable income, and 
'it was clearly stated that “the pa 3 ’ment of a tax which is condi- 
"tional on the making of an income and which has to be calculated 
on the amount of such income after it has come into existence 
cannot be said to be expenditure for the making of such income”. 

I/O Again in the Madras High Court, Case No. 11 of 1920, Chief 

• Commissioner of Income-tax, Madras, versus The Eastern Exten- 
sion Australasia and China Telegraph Co., Ltd. (I, Srinivasan’s 
Tax Cases, page 120), it was held that in computing the profits 

• of a non-re.sident company under the provisions of rule 33, the 

• taxes payable in -other countries in respect of the profits of the 
-companj^ are not to ho deducted. 

70. Taxation of a Hindu undivided family. {Sections 14 and 
‘.25-A.). — (/) A Hindu undivided family is treated as a separate entity 
•for income-tax purposes. It is taxed like an individual at a 
'graded scale according to its total income and no account is taken 

■ of how that income is distrihuted amongst the individual members 
•when such individual members are assessed to income-tax or super- 
tax in respect of their separate income. This applies even in cases 
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where the amount of the income of the Hindu undivided family ie- 
less than Es. 2,000 and is, therefore, not liable to taxation in the- 
hands of the manager of the family. The same remarks applj*^ to 
super-tax. 

(ii) Section 25-A will only apply if a member of a Hindu tmdivided' 
family claims that it has become divided. If, however, the family 
prefers to go on being assessed as undivided though really divided,- 
the Income-tax Officer has no authority to act under this Section. 
If the Income-tax Officer has not passed an order under section 
2o-A (I) in respect of a Hindu family hitherto assessed as undivided, 
such family shall be deemed to continue to he a Hindu undivided, 
family. 

(fii) The taxation of the income of a Hindu undivided family thus- 
differs from the taxation of the income of an unregistered firm 
since where the profits of an unregistered firm are not liable to- 
taxation in the hands of the firm, such profits are taxed in the hands 
of the individual partners both for the purposes of income-tax. 
[section 14 (S) (b) and section 16 (J)]and super-tax (section 65- 
proviso), and where the profits are taxed in the hands of the un- 
registered firm, the share of such profits of each partner is included' 
in his “total income” for the purpose of determining the rate- 
at which he shall j)ay income-tax on his other income [section> 
16 (l)j. 

(iv) A¥here the income, profits and gains of a member of an un- 
divided Hindu family!' consist of his personal earnings and' 
acquisitions by his own exertions, they must be treated as his self- 
acquired property and not as joint family property, unless they 
flow fiom the employment in business or otherwise of the joint 
funds. 

(v) Khojas (and Cutchi Memons), not being Hindus, joint fami- 
hes composed of such persons are not Hindu undivided families foi- 
the imrposes of the Act. 

(vi) Jain and Sikh undivided families should be treated as Hindu; 
undivided families, unless in any particular 'case, the assessees 
claim that they should not he treated as such. Where such a claim 
is put forward, it is for the assesses to prove the existence of 
some special custom or practice applicable to the family in question 
which would justify its not being treated as a Hindu undivided 
family. 

(vii) For the method of serving notices or requisitions on a 
Hindu undivided family see paragTaph 337. 

71. Taxation of a firm. — (i) For the difference between a regis- 
tered and um-egistered firm, see paragraph 10. 

(ii) While income-tax is leviable on the profits of a registered firm- 
at the maximum rate (see Finance Act), and while under section- 
48 (2) a member of a registered firm is entitled to get a refund. 
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both in cases where the income of the member is below the mini- 
mum chargeable with income-tax, and in cases where the maxi- 
mum I ate is greater than the rate applicable to his total income, 
it is desirable that, so far as possible, such refunds should be 
avoided. 

{iii) The question of refund does not arise if the personal mcome 
of none of the partners liable to Indian Income-tax including hi& 
share in the Tirm (whether he be resident or non-resident) is less 
than Bs. one laldi. In other cases, if each of the non-resident 
partners is a British subject or a subject of an Indian State and 
produces with his individual return of income adequate evidence of 
the amount of his foreign income that is to be taken into account 
in determining his claim to a refund, and all the resident partners 
(if any) file returns of their individual incomes, the Income-tax 
Officer, on being satisfied that the whole of the profits of the 
registered firm are accounted for in these personal statements, 
should charge the partners direct at the rate appropriate to their 
total income. 

{iv) In view of sub-section o of section 48, this procedmn cannot 
be apphed to the following cases : — 

(1) Firms in which one partner at least is a non-resident 

foreign subject (other than a subject of an Indian 
State) to whom no refund can be due- in any case. 

(2) Firms in which one partner at least is a non-resident 

British subject or subject of an Indian State to whom 
a refund may or may not be due — that is, who has 
not yet produced adequate evidence as to the amount 
of his foreign income. 

(3) Firms in which in addition to non-resident partners 

there is any resident partner who has not filed a, 
return of his total income. 

(v) The demand notice in respect of the profits of such firms must 
be addressed to the firm, and no individual assessments should be 
made on, or demand notices issued to the partners in respect of 
their shares of the profits of the firm. The position will be just as 
though the firm were an unregistered firm. If a partner has other 
incom.3 he will be assessed on that, separately, and of course his 
total income will include his share of the profits of the firm. The 
share due b}’- each partner of the income-tax on the profits of the 
firm should be intimated to him informally, with an indication that 
this is done merely as a matter of convenience and does not affect 
the liabihty of the firm as such for the income-tax on the whole 
of its profits. Separate assessmenfs on partners will also have to 
be made for super-tax, if necessary. 

ivi) For the method of setting-off a loss of profits of a registered 
firm against other income of a partner see paragraph 94. 
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ivii) In computing the total income of a member of a registered 
firm or unregistered firm for the purposes of income-tax or super-tax 
there should be included in that total income “such an amount of 
the profits or gains of the firm as is proportionate to his share in 
the firm’’. This particular phraseolog}' has been adopted in section 
14 (S) (b) and in the proviso to section 55 in order to make it clear 
that it is the proportionate share of a partner in the whole of the 
assessable profits of a firm that is to be taken into account in 
■determining his total income, and not merely the amount that he 
removes from the possession of the firm. Some partnership deeds, 
for example, provide that the partners cannot remove more than a 
■certain proportion of the profits in any year or, again, that a 
•certain proportion of the profits must be distributed in charitj'. It 
is now made clear in the Act that it is the whole of his propor- ^ 
tionate share in the total assessable profits of the firm that is to be 
taken into account and that that proportionate share cannot be 
reduced by any consideration of how those profits are 'utilised. 

(viii) For the method of dealing with a change in the constitution 
•of a firm see paragraph 96. 

(ix) For liability in cases of discontinuance of a business owned 
hy a firm see paragraph 97. 

(x) For the method of serving notices or requisitions on a firm see 
paragraph 137. 

72, Taxation of associations of individuals — Section 14 (2) (c) 
and Section 23-A. — An association of indiwduals, other than a 
firm, Company or a Hindu undivided family, is liable to income- 
tax and super-tax as if it were an individual. Tax is not payable 
by an assessee in respect of an}^ sum which he receives as his share 
of the profits or gains of an association the profits or gains of 
which have been assessed to income-tax, but such sum will be 
included in his “total income’’ to determine bis liability to 
income-tax and the rate applicable to him. 

73. Exemptions on account of life insurance. (Section 15 .) — 
(i) Under the provisions of section 7 (J) proviso and section 15 an 
abatement of income-tax is given, after the assessment of the tax 
has taken jDlace, on such portion of an assessee’ s mcome as may 
have been — 

(i) deducted from his salary under the authority and with 
the permission of the Government for the purpose of 
securing a deferred annuity to him or making provi- 
sion for his wife or children [section 7 (I) proviso] ; 

(n) paid by him to an Insurance Company in respect of an 
insurance or deferred annuity on his own life or on 
the life of his wife ; or 

(Hi) paid by him as a contribution to any of the provident 
funds mentioned in paragraph 23. 
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Piovided that the total amount on which an abatement will be 
g^ermitted under this provision may not exceed one-sixth of the 
total income of the assessee. 

{ii) Contributions to the Widows, Orphans and Old Age Contri-- 
ibutory Pension Fund, 1925, are exempt from income-tax since they 
are deducted under the authority of Government from the salaries 
of the soldiers concerned for the purpose of securing to them a 
deferred annuity and of making provision for their wives and 
•children. 

(m) Compulsory allotments from a soldier’s pay made to his wife 
in England under Article 886 of Eoyal Warrant for Pay, are exempt 
from income-tax since they are deducted under the authority 
of Government, for purposes of making provision whether pre- 
sent or future for the wife. 

iiv) Deductions at source on account of contributions made by 
an officer to provide passage money for his widow and orphans under 
'the Indian Military Service Famil}^ Pension Begulations and the 
Indian Milita.ry Widows and Orphans Funds Begulations are 
•exempt from income-tax as the. contributions are in the nature of 
life insurance premia. Under the rules, a certificate of health is 
required before an officer can contribute and the contribution which 
he has to pay is regulated according to the age of the officer con- 
•cerned. 

(a) Out of the premia paid in respect of a policy that covers the 
risks of sickness and accidental injury and also the risk of death, 

• only so much as is attributable to the risk of death (from whatso- 
e'^er cause) is admissible as deduction from the income liable to tax. 
‘The portion of the premia so attributable should be settled in con- 
sultation with the Insurance Companj'^ concerned, whose formula 
should be accepted unless there appears to be some strong ground 
for modifying it. 

{vi) No rebate of income-tax is allowed on any sum withdrawn 
■‘by an assessee from his Provident Fund in order to pay his life 
insurance premium. 

{vii) Bebate of income-tax in respect of a premium paid on ac- 

• count of life insurance is admissible to a partner of a registered firm 
individually whose income is taxed at source, in addition to the 
refund of tax to which he may be entitled under section 48. 

{viii) It is to be particularly noted that the insm’ances in respect 

• of which this concession is granted are insurances on the life of the 
as'sessee himself or his wife, and not any other form of insurance 
whatsoever. The solitary exception is in the case of a Hindu un- 

• divided family in the case of which insurance are permissible on 
the life of any male member of the family or of the wife of any 
such member and not merely on the life of the head or manager of 
■the family. But though insurances on the life of a child do not 
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entitle the assessee to the concession, it should be noted that 
certain kinds of insurance which are for the benefit of the child 
should be treated for the purposes of section 15 as insurances on 
the life of the assessee. Policies are often taken by assessees with 
a view to securing a provision of a lump sum for their children for 
their marriage, education or other purposes at a stipulated time 
and the sum assured becomes payable on that date even if the 
subscriber dies after paying one premium only. An insurance of 
this kind is really an insurance on the life of the assessee as it is 
designed to secure in the event of the assessee’ s early death 
(though not immediately after his death) a benefit considerably 
greater in amount than the annual payments which he has made 
and consequently contributions to such are eligible for 

rebate under section 15 (1). The criterion that should be adopted 
in such cases is whether or not there is a contract dependent on 
the life of the assessee. 

(ix) For the pur^rose of an abatement claimed by an assessee 
under tins section insurance premia payable in sterling should be- 
converted at the rate of exchange in force on the day on which the 
premium payment was made in cases where the assessee is unable 
to state the actual cost of remittance. 

(x) A claim for abatement under this section must, if the pay- 
ment is made otherwise than by a deduction from salarj’’, be sup- 
ported either — 

(a) by the original receipt, of the Insurance Company or 

fund ; 

(b) where the claim is made by a servant of the Govern- 

ment or of a local authority, by a copy of the original 
receipt presented along with the original to the officer 
who pays the salar}^ and attested by that officer who- 
should, after such attestation, return the original with 
a note endorsed upon it that it has been produced 
and allowed for, a cop.y being attached to the bills 
sent with the list of payments ; 

(c) by a duplicate receij)! or certificate of payment given by 

the Insurance-'^Company or provident fund, j)rovided 
a certificate is given that the original receipt is lost 
or is not forthcoming; or 

(d) where an insurance company does not issue a formal 

receipt, by a certificate of payment of the premium. 

(xi) Where the Income-tax Officer is satisfied that none of the 
above prescribed documents can be produced without an amount of 
delay, expense or inconvenience, wdiich under the cii'cumstances of 
the case, would be unreasonable, he may accept such other proof of 
payment of the premium as he may deem sufficient 
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Abatement on acconnt of insurance can be given effect to by 
the person deducting income-tax from salary at the time of oay- 
ment under section 18 (2). 

Where the payment on account of insurance premia, etc., is 
not claimed at the time when tax is deducted from salary, it may 
be claimed in the assessment and in the return given by assessee- 
under section 22(5) or if no assessment is made, a refund on account 
of such rebate ma}* be claimed under section 48-A. 

While strictly speaking abatements on account of insurance 
premia should only be made in assessing the income of the year in 
which the premia were paid, the rigid enforcement of this inter- 
pretation is likely to cause considerable inconvenience to assessees- 
who de^ire that the abatement should be given effect to when tax 
is deducted from their monthly salary, particularly in cases where- 
the premia have been paid to foreign companies towards the end 
of a financial year and the receipt for the premia are not forth- 
coming until the following financial year. In such cases abate- 
ments of insurance premia may be allowed by officers responsible 
for deducting income-tax from salaries under section 18 (2) at the 
time of paj'ment of the salary provided that the premia in respect 
of v/hich abatement is claimed have been paid within six calendar 
months ending with the close of the month for which the salarj’^ is- 
drawn. 

While the officers responsible for deducting income-tax at the- 
source under section 18 (2) of the Act should allow an abatement 
where claimed, they need not carry out a check to see whether the- 
abatement claimed under this section exceeds one-sixth of the- 
salary of the officers concerned. This can be looked after by the- 
Income-tax Officer to whom returns are furnished under section 21. 
The deducting authority should however see that claims for such- 
abatements are made within the period prescribed. 

It is to be particularly noted that this abatement does not apply 
to super-tax, section lo being made inapplicable to super-tax by 
section 58. 

74: Tax deducted or collected at source to be included in 
income . — Section 16 (5) (which provides that the amount received 
by a shareholder in a company by way of dividend shall be in- 
creased by the amount of income-tax payable by the company in> 
respect of the dividend received) and section 18 (4) (which provides 
that where income-tax is deducted at the source from salaries and- 
interest on securities, the tax so deducted shall, for the purposes 
of computing the income of an assessee, be deemed to be income 
received) have been inserted in order to make it clear that in the- 
cases of taxation at the source and of the deduction of tax at the- 
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source it is the gross amount of the income (i.e., including the 
tax deducted) which is to be taken into account in determining the 
Tate at which an assessee shall be liable to income-tax on the rest 
of his income and also his income for liability to super-tax. 

75, Restriction' of income-tax rvhore margtii ^ income above a 
certain limit is small. (Section 17.) — (i) Sectioii 17 is designed to 
remedy the anomaly which previously existed/ where an assessee 
with an income just in excess of one of the ^ages in the Finance 
Act and therefore liable to pay income-tax ilt a higher rate than 
if his income were just below that stage, mund himself, after the 
payment of the tax, worse off than he -tTOuld have been, had his 
taxable income been below that stage. 

Illustration . — The amounts of tax given in the illustrations 
'below mdude surcharge of 25 per cehi. imposed by the Indian 
Finance (Supplementary and Exteyding) A.ct, 1931, except in 
the case of incomes below Es. 2,000. Tax on incomes between 
Es. 1,000 and 1,999 has been calcul/tecl at 4 pies in the rupee. 



laonmo. 

/ Taxpiynbloif 

section 17 had 
noi been pas'?od. 

Tax payable 
under 
section 17. 

999 . 

. / 

Nil. 

Nil. 

1,000 


20-13 

1-0 

1,020 

• • • • 

21-4 

21-0 

1,999 

/ 

/. 

41-10 

41-10 

2,000 

/. 

7S-2 

42-10 

2,020 

• • • / • • 

/ 

/ • 

. . . / 

78-15 

G2-10 

4,999 

105-5 

195-5 

5,000 

253-0 

U)6-5 


(ii) The marginal relief allowed under section 17 and the exemp- 
tions referred to in secticin 7 (I), proviso to section 8, and section 
15 (1) should not be regyaled as alternatives. The correct method 
of working the two sections concurrently is as illustrated in the 
following example : — ^ 

(Hi) If a man’s total income is Ks. 5,010 and he pays Es. 100 as 
Insurance premia, tlm tax he should pay is that on Es. 4,999 
minus Es. 100 (=Es. 4,899) at six pies phis Es.'ll. The tax 
payable will be tho^^ same as if his total income is Es. 5,010 of 
which Es. 100 is derived from tax-free securities or from an un- 
registered firm ihak has been assessed to income-tax, but if the 
Es. 100 were derived from a registered firm, or from dividends 
the total tax to lie suffered wnuld be Es. 206-5-0 against which 
•credit would have to be given for the tax indirectly suffered on the 
share of the firm’s income or the dividend, Es. 16-15-0 so that the 
nett sum payable would be Es. 189-6-0. 


I 
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■'j'of. 11/3 "Dies in th.6 ru.p6e and between Rs. 1,500 and Rs. 1,999 at 
K Pages 218 and 219 — 

For xiaragraph 75 substitute the foUo'v^dng : — 

75. Restriction of income-tax \vhere margin of income above a 
■certain limit is small. {Section 17). — (i) Section 17 is designed to 
remedy the anomaly which previously existed where an assessee 
-’with am income just in excess of one of the stages in the Finance 
.Act and therefore liable to paj^ income-tax at a higher rate than if 
his income were just below that stage, found himself, after the 
payment of the tax, worse off than he would have been, had his 
taxable income been below that stage. 

JKtAsfraifoTi.— The amomits of tax given in the illustrations 
below include surcharge of 16 2/3 per cent, imposed by the Indian 
Finance Act, -1935, except in the case of incomes below Rs. 2,000. 

Tax on incomes between Rs. 1,000 and Rs, 1,499 has been calculated 

lowing example — - - - 

(iii) If a man’s total income is Rs, 5,010 and he pays Rs. 100 
as Insurance premia, the tax he should pay is that on Rs. 4,999 
minus Rs. 100 (=Rs. 4,899) at six pies g)lus surcharge at 1 pie 
gflus Rs. 11. The tax payable will be the same as if his total income 
is Rs. 5,010 of which Rs. 100 is derived from tax-free securities 
or from an unregistered firm that has been assessed to income-tax, 
but if the Rs. 100 were derived from a registered firm, or from 
dividends the total tax to be suffered would be Rs. 193-5 against 
which credit would have to be given for the tax indirectly suffered 
on the share of the firm’s income or the dividend, Rs. 15-13 so 
that the net sum payable wmuld be Rs. 177-8. 

(iv) The foUovdng points should be borne in mind in applying 
section 17 where a portion of the assessee’s income is derived from 
an imregi.stered firm that has paid income-tax : — 

(i) Income-tax is not “ payable ” bj’’ a partner in a firm on 
his share of the firm’s income. 

„ I'c! to be eriven to an assessee in resnect of tbp “in 

Page 219 — 

A^ter sub-paragraph (v) of paragraph 75 insert the following 
"(vi) For marginal relief in respect of super-tax, see p. 19.” 

... (Correction List No. 2.) 

IK) i)116 riSB in ullG Tclt}© IS vucuu. xjixz} C/A.0C700 


vrj. 


total income over the maximum sum liable to the lower 
rate. The section is not to be applied where it is not 
necessary to do so, that is, where the result of appl 3 nng 
it would not be to reduce the tax. 

\ (v) For the purpose of calculating the tax payable by an assessee 

I under section 17, surcharge imposed by the Indian Finance Act, 
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will exceed the maximum which is not chargeable with super-tax. 
'The tax so deducted is paid over by the persons making the deduc- 
tion ro the credit of the Government of India wdthin the period 
specified in rule 10 along with a statement giving the details shown 
in rules 11 and 12. Such deductions of income-tax are under sub- 
'section (5) of section 18, treated as payments of income-tax on 
'behalf of the jiersons from whose income or interest the deduction 
was made and credit is given to them in the assessment of their 
'income if an assessment is made of their other income. The form 
•of return of income that has to be made under section 22 (2) pres- 
xcribed in rule 19, therefore, provides for the tax previously charged 
upon the income being set off against any additional charge, while 
•section 48 (3) provides as an alternative for a refund in cases where 
'the rate deducted is gi'eater than that applicable to the total income 
• of the assesses. 


(m) Section 18 (2) (a) of the Act provides that all payments on 
^account of salary made out of India by and on behalf of Govern- 
iment shall be included in the amount on which tax is deducted at 
source in India. All leave salary paid in the United Kingdom or 
••a Colony to Government servants on leave in the United Kingdom 
•or the Colony has been exempted from tax, vide paragraphs 17 
and 88. Any sterling overseas pay or other -sum that may be paid 
in the United Kingdom or a Colony to an officer on leave in the 
-United Kingdom or the Colony on account of his salary while on 
leave is, therefore, exempt from income-tax. The fact that a 
part of the leave salary is drawm in India does not affect the 
•exemption of the balance drawn in the United Kingdom or a 
•Colony. The part of the leave salarj'^ that is paid in sterling in 
‘the United Kingdom or a Colony to an officer on leave in the 
United Kingdom or a Colony should not, therefore, be included 
in the income from which tax is deducted at source by the officer 
•paying him the rupee portion of the leave salarj^ in India. The 
•same principle applies to other payments falling under “salaries” 
•within the meaning of section 7 of the Act made partly in India 
:and partly out of India and exempt under any notification issued 
•under section 60 of the Act. The salary paid in the United King- 
dom or a Colon'v to an nffiri^r nr% TT„:i.T tt-. ...n. 


Page 220 — 

Add at the end of sub-para, (iii) of Paragraph 76, the words :• 
The words “ person responsible for paying ” used in 18^ 

(2) should be interpreted as referreing to the 

employer with the duty of paying salaries and not to the employer 

himseif if he does not himself pay them and this apphes also to the 
case of an employee entrusted by an employer (with the payment- 
of his (the employee’s) own salary. 
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{iv) Persons making deductions at the source are indemnified for 
tthe deduction under section 65. 

(u) The jnovisions of this section obviously cannot apply to cases 
where tlie payments are made outside British India as, for example, 
the payment of “interest on securities’’ in Indian States or in 
foreign countries or the payment of “salaries” by foreign em- 
ployers to residents in Biatish India. It is for this reason that 
section 19 of the Act specifies that in any case where income-tax 
Ban not been deducted in accordance with the provisions of section 
IS, the tax is payable by the assessee direct This provision covers, 
not only cases where Ihe employer or the person pfiying “interest 
-on seciiiities” does not reside in British India, but also cases 
where owing to an assessee’s salary being less than Es. 2.000 
dneome-tax has not been deducted. 

77. Deduction at source of tax on “salaries". — (i) The Act of 
1918 I rovided that where a pa3'ment was a non-recurring payment, 
fthe tax should be deducted at the rate appropriate to that particu- 
lar sum as if it were the whole of the assessee’s income, and that 
wdiere a payment was a recurring payment, the tax should be 
deducted on the assumption that the total income of the assessee 
amounted to twelve times the recurring sum. As these provisions 
gave rise to a considerable amount of unnecessary trouble to 
assessees and their employers as well as to income-tax authorities, 
■section 18 (2) of the Act now provides that deductions from salary 
shall be made at a rate which should approximate as closely as 
possible to the rate approjrriate to the total assessable income of 
the assessee under the head “salaries”, and it further empowers 
the person deducting income-tax from “salaries’’ to rectify, in 
subsequent deductions, mistakes made in previous deductions. 
Thus, if an employe’s regular monthly salary is Es. 500, the tax 
would be deducted by the employer at the rate appropriate to 
Es. 6,{!00 but if such an employe received a commission or bonus 
■or arrears of pay or officiating allowance amounting to Es. 5,000, 
the employer is empowered not only to make deductions in future 
at the rate aj)propriatc to an in-ome of Es. 11,000, but also to 
make up the deficiency in previous collections owing to the lower 
rate having been applied. 

in) Salaries are sometimes paid or adjusted annually. Meanwhile, 
the employee may draw (and even overdraw) against the salary due 
or that will become due to him. E employers claim to deduct 
os business expenses the sums thus drawn by their employees, this 
can only be done on the ground that the sums represent salarjr and 
therefore, tax should be deducted at source from all such sums. 
When it is found that tax has not been deducted, the employee 
should be assessed direct on all such sums if they have been allowed 
to the ci/iployer us business expenses. E they are not so allowed, 
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they need not be taxed iu the emx>loyees’ hands whether by deduc- 
tion or by dneco assessment till the drawings are adjusted against 
salary actually earned and are claimed as business expenditure 
by the employer. 

(in) The obligation to deduct income-tax under this head now 
applies to all employers. 

(iv) Tor the power of an employer to allow abatements on account 
of insm’ance premia see paragraph 73. As regards private employers^ 
it may be noted that it is open to them to make these allowances 
on account of insurance premia or not according as it may suit the- 
convenience of themselves and their employes as, if such rebate is- 
not given when the tax is deducted at the source, it may be claimed 
by the employe in the following year, if he is assessed under 
section 23, either as a refund or as a set-off against any amount 
due by him. 

(v) As regards the meaning of the word “salaries” see paragraph. 
36. 

(vi) Tor the deduction from “salaries” of arrears of tax due see- 
paragraph 115. 

78. Deduction at source of tax on “interest on securities'’ . 
(See paragraph 39). — (i) The only securities of the Government of' 
India (other than income-tax free securities) from the interest om 
which .income-tax is not deductel in advance are Treasury Bills. 

(ii) As the person paying interest on securities has no information- 
regarding the total income of the person to whom the payment 
is made, section 18 (8) pi’ovides that deductions of income-tax froru 
“interest on securities” shall be made at the maximum rate fixed 
by the Tinance Act. Where the total income of the person receiv- 
ing the interest on securities is less than the income to which the- 
maximum rate applies, he is entitled, under the provisions of 
section 48 (3), to claim a refund. In order to simplify the proce- 
dure in connection with refunds, section 18 (9) makes it obligatory 
upon the person deducting income-tax from the interest on securi- 
ties to issue to all securit 5 ’’-holders a certificate in the form pres- 
cribed in rule 13 or 13-A specifying the amount of tax deducted 
from the interest and the rate at which it has been deducted. The- 
form of certificate attached to rule 13 is suitable for Government 
securities only, while that attached to rule 13-A provides for 
securities issued by local authorities and companies and covers the- 
case of securities payable to bearer. It frequently happens, 
however, that security-holders hand over their securities and bonds 
to their bankers for collection. In that event the certificate given bj’' 
the person deducting the income-tax from the security would be- 
given to d, bank for a whole block of securities. In such a case thfr 
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Income-tax Ofi&cer should accept a certificate from the bank in the 
following form, and act upon it as if it were a certificate received 
•'direct from the persons deducting income-tax from the security : — 

“We hereby certify that interest on the various securities specified on the 
«back hereof was collected by us on behalf of 

that we received payment or were ci edited with the proceeds thereof (ieaa 
income tax) as stated on the other side amounting to Es. 

The securities specified are covered by certificates is^aued to the Bank under 
: section 18 (P) of the Indian Income-tax Act, 1922, 


Signature of Banker. 

Address, 

Date, 

I’o be signed by the claimant. 

I herebv declare that the securities on which interest as above specified has 
»been received are my own property and were in the possession of 
at the time when income-tax was deducted. 

t 

Signature. 

Date, 

(N.B.- -The securities to be produce’, when required in support of any 
' claim.)*' 

Eeverse of Fonsi. 

Schedule of securities. 


Date of 

No, and payment of Period for Amount of { 

- description of interest after which interest interest (less i Remarks, 
securities. deduction of has been paid, income-tax). I 
income-tax. 


J 
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ini) A person who has other income liable to tax may, instead of 
claiming a refund, get the amount set-off against the amount due 
from him in the assessment made on him under section 23 by . 
filling up the form prescribed in rule 19. 

(i-d) The certificate under section 18 (9) must be taken by the 
Income-tax Officer of the area in which the claimant or assessee is 
assessed or resides (see rule 39) as conclusive evidence of the pay- 
ment of the tax, both where a refund is claimed in cash and where- 
a set-off against the tax assessed on other income is claimed. 

(c) While these arrangements will facilitate the maldng of re- 
funds, it is desii'able that refunds should be avoided as far as pos- 
sible. There are, for example, certain institutions, authorities and" 
funds, the income of which is exempt from tax under the provisions- 
of section 4(3). Similarly there are persons whose assessable income- 
is less than Es. 2,000 and who are not, therefore, liable to tax. 
There are other cases where the Income-tax Officer may be sutisfiedi' 
that the income of a holder of security while liable to tax is not 
lilrely to fluctuate so widely as to alter the rate appropriate to the- 
total income. The Income-tax Officer must, in all proper .cases, on 
application made by the assessee may issue a certificate authorising 
the person paying the interest on securities to make no deduction of 
tax or to deduct tax at a lower rate than the maximum. The certi- 
ficates ufill be gi'anted to residents outside British India by the- 
Income-tax Officer, Non-residents Eefund Gride, Bombay, and to 
others by the Income-tax Officers concerned. Such a certificate 
might be in the following form : — 

IncoTOft tax Ofiico. 

Dated 103 .. 

To 


I hereby atithoriso (1) 

to deduct incoxno-tax at the rato of (2) ^ ^ ^ pies in the rupee 

•W’hon paying the 'interest on the following securities to their present holder 
(3) . The authorisation will remain in force until; 

cancelled by mo. 



Description of eccuritie^s. 

(1) Name and address of person paying the interest. (2) Rale df Income— 
tax sanctioned, (5) Name of person receiving interest, 

In^ioran-tai Office, 
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(vi) Such certificates when issued should remain in force until 
they are cancelled ,and should not be required to be renewed 
annually. 

(vn) The person, who should apply for exemption certificates in 
respect of interest on securities belonging to estates vested in the 
Administrator General or the Official Trustee, will be the same 
as the person who is entitled to claim a refund in respect of such 
securities as explained in paragraph 116 below. 

(am) When the owner of a security to whom a certificate is 
granted according to these instructions has endorsed the security to 
his bank for collection of interest, the officer responsible for paying 
the interest regards the bank as the real holder of the security 
and takes no cognisance of any arrangement that may have been 
entered into between the real ovmer of the security and the bank, 
with the result that the certificate standing in the name of the real 
owner of the security granted by the Income-tax Officer becomes 
inoperative. Again sometimes the collecting banks purchase secu- 
rities on behalf of their constituents and hold these in their own 
names and do not endorse them in favour of their constituents 
who are the actual owners. In such cases the owners obtain 
exemption certificates from the Income-tax authorities on pro- 
duction of the bank’s Safe Custody Beceipts issued in their favour 
and other proofs if necessary. To avoid the possibility of paying 
officers refusing to act on the exemption certificate in all such 
cases. Treasury Officers have been instructed to act on such cer- 
tificates, when presented in respect of securities referred to above, 
if together with the exemption certificate a declai-ation by the 
bank is presented to the effect that the security continues to be 
the property of the person named as the owner in the exemption 
certificate. 

{ix) Applications for refund of income-tax from residents of an 
Indian State who own secxuitjes whether of the Government of 
India, a local authority or a Company or hold shares in a Company 
in British India should, as in the case of residents outside India, 
be made to the Inconae-tax Officer, Non-Besidents Befund Circle, 
Bombay. The Income-tax Officer will, however, allow a claimant 
who resides in an Indian State, the option of receiving payment 
of the refund tlnough the Politiml Officer in that State, that is 
to say, the refund voucher thah will be issued by the Income-tax 
Officer win be made payable, if the person applying for the refund 
so desires, at the Pohtical Treasurj'^ of the Government of India 
m the pm tieular Indian State, or if there is no treasury under the 
control of the Political Officer^ at the prescribed British Indiah 
Treasury. 

78. Secmities held by Indian States or by Ruling Princes and 
Gliiefs . — (*) An Indian State is not assessable to any income-tax oj’ 
super-tax except under the Government Trading Taxati6n Act, 
192,6 (III of 1926), that is to say, imless the State carries on a 
trade- or business. Interest on securities held by Indian States is, 
therefctoe, not taxable. Interest on Gov.ernment securities 'alone 

t2 
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held by Euling Princes or Chiefs as individuals, that is, not as 
the property of the State, is taxable under the law, but it has 
been exempted under section 60 of the Act (item No. 8 of para- 
graph 17). It is, therefore, no longer necessary that the authori- 
ties responsible for the payment of interest on Government secu- 
rities should be supplied with information enabling them to dis- 
criminate between those that are the property of the State and 
those that are the property of the Euler ; but it is still necessary 
that such authorities before paying the interest without deducting 
income-tax should have evidence that the income-tax authorities 
are satisfied that the particular security in question is ehgible to 
exemption on one or other of the grounds already mentioned. No 
such evidence is required where Government securities are held in 
the names of the Eulers of Indian States in the special non-trans- 
ferable form prescribed by Eule 38 of the Indian Securities Eules, 
1920 ; but in other cases, a State or its Euler claiming the payment 
of interest free of income-tax should forward a certificate that it 
is, or he is, the owner of the securities in question through the 
Political Agent, or Eesident of the State (a) if the security is in 
the form of a stock certificate, to the Income-tax Officer within 
whose jurisdiction is situated the Public Debt Office which issued 
the stock certificate; (b) if the security is in the form of a pro- 
missory note or a bearer bond, — 

(a) when the interest is payable at a Public Debt Office or a 

treasury in British India, to the Income-tax Officer 
within whose jurisdiction such Public Debt Office or 
treasury lies; and 

(b) when the interest is payable at a treasury outside British 

India, to the Income-tax Officer. Non-residents Ee- 
fund Circle, Bombay. 

(ii) The Income-tax Officers mentioned will in turn grant ex- 
emption certificates in the form prescribed in paragraph 78, The 
exemption certificates will be issued in duplicate in regard to 
securities in the form of stock certificates or Promissory notes, one 
copy being sent to the State or the Euler concerned and the other 
for purposes of registration direct in the case of stock certificates 
to the Public Debt Office of domicile where the stock certificates 
is registered and in the case of Promissory notes to the Public 
Debt Office or the Treasury Officer responsible for paying interest 
thereon. 

(in) As regards Bearer Bonds, the certificates will be issued in 
triplicate, the original being sent to the State or the Euler con- 
cerned, the duplicate copy to the treasury responsible for payment 
of coupon relating thereto and the triplicate copy to the Public 
Debt Office wtihin whose sphere such treasury is situated. 

(iv) The exemption certificate pertaining to securities in the form 
of promissory notes or bearer bonds given to the State or the Euler 
concerned should be produced before the Public Debt Office or the 
treasury each time the promissory note or the^ coupon attached 
to the bearer bond is presented for payment of interest. 
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(v) In the case of stock certificates or promissory notes, an eX' 
emption certificate will remain valid until either 


(a) it is cancelled by the Income-tax Officer, or 

(b) the security is transferred to some other person than the 

State or the Euler in -whose name it stood at the 
time when the certificate was issued, or 

(c) the security is changed from one form into another, 

e.g-, from a stock certificate into promissory notes or 
bearer bonds or vice versd, or is renewed. 

_ (vi) In the case of bearer bonds, a fresh certificate will be re- 
quired to cover each interest payment. 

(vii) The above orders refer to Government securities only, the 
interest on which is exempt in the case of Indian States as well 
as Indian Princes or Chiefs as stated above. As regards other 
securities, viz., those of local authorities and companies referred 
to in section 8 of the Act, only Indian States are exempt. In 
order to have exemption certificates for such securities, the State 
concerned will similarly send a certificate stating that it is the 
owner of the securities for which exemption is claimed through its 
Political Agent or Eesident to the Income-tax Officer within whose 
jurisdiction the Public Debt Office or the office of the local autho- 
rity or company is situate and on receipt thereof that officer will 
grant an exemption certificate in accordance with 

Tages 227 to 228— 


■Por paragraph 79 (x) substitute the following ; 


“ (x) 


The position in regard to dividends received by a State from a 
Company in British India in which it holds shares is entirely 
different from the position in regard to interest on securities 
held by a State. Tax on interest on securities deducted under 
section 18 (3) is paid by the person who deducts it on behalt 
of the owner of the security ; where the owner is a State, it is 
tax wi h which the State was not properly chargeable, as a 
State is not assessable to any income-tax or super-tax except 
under the Government Trading Taxation Act III of 1926. A 
refund is therefore admissible undei^ section 48 -A of the Ac 
subject to the time limit prescribed by Section 50. On the other 
hand, the profits of a company are taxed as such and the tax 
is not paid by the Company on behalf of the shareholders. Any 
claim by a State to a refund in respect of dividends cm only arise 
not because the income was income in respect of which the State 
was not ab initio chargeable with tax but in virtue of section 
48 of the Act,” 


(Correction List No* 2.) 

governed not by the provisions of that Act but by the ordinary 
law of limitation. On the other hand the profits of the Company 
are taxed as such, and are clearly within the scope of the Act. 
The fact that part of these profits will be paid by the Company to 
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the State whose income as such cannot be taxed because it is not 
an individual, Hindu Undivided Uamil}*, Company, Firm or other 
association of indmduals is immatenal. The tax is not paid by 
the Company on behalf of its shareholders. z\i)j clairn to refund 
can only arise not because the income was not ah initio liable to 
tax but in vu'tue of section 48 of the Act. No such claim on the part 
of a State could be admitted because a State cannot be either a 
British subject or the ‘subject of a State in India’, see sub-section 
(5) of section 48. For similar reason the Euler o-f a State could 
only be entitled to make a claim under section 48 of the Act if he 
were actually resident in British India. 

80. Deduction of tax from interest other than interest on 
securities. — Before the passing of the Indian Income-tax (Second 
Amendment) Act, 1933 there was no provision in the Act for de- 
duction of tax at som’ce from any interest other than mterest on 
securities. Section 18 of the Act as amended now provides for 
such deduction which is, however, restricted to payments made to 
non-residents alone. Where the Income-tax Officer has reason to 
believe that the total income of a non-resident, to whom such 
interest is paid, will in any year exceed the maximum which is 
not chargeable with super-tax, he may direct the person paying 
such interest to deduct income-tax and super-tax at the rate deter- 
mined by him to be applicable to such non-resident's total income. 
Even if no such direction is made by the Income-tax Officer, the 
person paying interest to any person not known to be a resident 
is still under an obligation to deduct income-tax and super-tax if 
the amount of interest paid exceeds in the aggregate the maximum 
which is not chargeable with super-tax. In that case he must de- 
duct income-tax on the entire amount at the rate applicable to it 
and super-tax on the amount by which such total exceeds maxi- 
mum amount not chargeable with super-tax at the rate applicable 
to such excess. Failure to deduct such tax renders him liable to 
be treated as an assesses in default and to be prosecuted under 
section 51 (a). A penalty may also be imposed on him under sec- 
tion 46 (1) if the failure is wilful. 

81. Deductions at source of tax on dividends declared hy Joint 
Stock Gonvpanies . — {i) It often happens that the holders of shares in 
Joint Stock Companies like the holders of securities authorise their 
bankers to collect dividends on their behalf. When they do so, it 
is the practice of the persons distributing the dividends to issue 
certificates under section 20 in the name of a bank for the whole 
block of shares held by the bank on behalf of its constituents so 
that it is not possible for an individual assesses for whom dividends 
are collected by his bankers to produce the certificate required by 
rule 14. The Income-tax Officer should ordinarily accept a certi- 
ficate from a responsible officer of a bank in the following form and 
act upon it as if it were a certificate received direct from the per- 
son responsible for distributing dividends : — 

(«*) We hereby certify that dividends on the various share speci- 
fied below were collected by us on behalf of and that we 
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82. Certificate hy a company to shareholders receiving divi- 
dends. (Section 20.) — (i) The profits of a company are charged to> 
income-tax at the maximum rate urespective of what the amount 
of the profits may be (see Finance Act), and the shareholder of a 
company, is under section 48 (1) of the Act, entitled to claim a 
refund on proof to the Income-tax Officer that the maximum rate- ' 
income-tax is greater than the rate applicable to his “total 
income”. In order to get such a refund, he must produce the 
certificate required by section 20 and prescribed in rule 14. 

(it) Certificates should however be accepted if they supply all the 
prescribed particulars, even though they may not be identical in 
phraseology or arrangement with the statutory form of certificate 
given in Rule 14. The shareholders claiming refunds in respect 
of dividends paid out of profits of which a part is not liable to- 
Indian income-tax, will only be able to enter approximate figures 
in the refund application, and in the return accompanying it, in 
respect of the amount of tax paid by the company on the ffivi- 
dends, and the amount of refund due; but this should not pre- 
judice the claimants in any way. The Income-tax Officer will 
accept the certificate but will apply the correct percentage. Any 
certificate will be accepted that is otherwise in order if it shows- 
either that the entire profits of 'the company are liable to Indian 
income-tax or that only part is liable — irrespective of what the part 
may be. Duplicates of certificates should be accepted if the- 
claimant satisfies the Income-tax Officer who has to sanction the- 
refund that the dividends in respect of the tax on which the refund 
is claimed had actually been paid to the claimant, and if the In- 
come-tax Officer has no reason to believe that a refund has already 
been granted in respect of the same dividends. Duplicates should' 
not be accepted unless a convincing reason is given for not pro- 
ducing originals. DupHcates may be accepted, for example, if it 
is alleged that the originals have been lost and the Income-tax 
Officer has no reason to doubt the statement; on the other hand, 
duplicates should not be accepted if the originals can be produced’ 
though after some delay. As in the case of the certificate regarding 
tax deducted from interest on securities mentioned in paragraph- 
78, whpre a shareholder, in a company is assessed to income-tax 
on account of income in his own hands, he may, instead of claim- 
ing a refund, ask that any rebate to which he is entitled should 
- be set-off against the tax which he is personally liable to pay, and 
the form of return of income for individuals prescribed in rule 13 ^ 
permits of this set-off. 

(in) The form of the certificate prescribed in rule 14 differs from 
the form of the certificate prescribed in rule 13 for income-tax 
deducted from interest on securities in that it simply contains a 
statement that income-tax has been or will be duly paid by the- 
company and that the dividend was declared bn a certam date. It 
contains no statement as to the rate at which tax has been or wilT 
be levied or as to the amount of tax paid or to be paid. The- 
reason for this is that in many cases it is impossible to state at" 
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what rate tax has been or will be levied on the particular profits- 
out of which dividends are paid. The dividends of a company 
may be distributed from profits made during the course of a finan- 
cial or commercial year before the rate of tax is known, or may be 
distributed from reserves maintained for the equalisation of divi- 
dends and composed of profits earned in previous years. It 
should, therefore, be assumed by Income-tax Officers in connection 
with these particular certificates that tax has been levied in res- 
pect of the dividends at the rate current on the date on which tho 
dividends were declared since this is the rate to be taken into ac- 
count in dealing with a claim for a refund under section 48 (I). 

(iv) The form of certificate also provides for cases such as that of 
the tea companies which do not pay income-tax on their entire- 
profits and gains distributed as dividends. 

(v) The amount of income-tax so assumed to be payable by the 
company in respect of the dividend declared has, under the pro- 
visions of section 16 (2), to be added to the net dividend received' 
in calculating the total income of the individual shareholder. 

(vi) The following instructions may with advantage be followed 
by persons granting certificates prescribed by section 20 of the 
Act ; — 

(1) The statutory form of certificate of deduction of income- 

tax prescribed by rule 14 of the Indian Income-tax 
Eules should invariably be used. 

(2) Either (a) the certificate should be printed on the same 

sheet of paper as the actual warrant with a line of 
perforation to permit of its being detached, or (h) 
the dividend warrants should be machine-numbered, 
while every certificate relating to a particular divi- 
dend should be given the same number as the corre- 
sponding warrant. There are cases in which Banks 
collect dividends on behalf of their constituents and 
companies send the banks consolidated dividend war- 
rants in payment of all the dividends due in respect 
of the block of shares for which the bark is acting, 
and at the same time send separate certificates for 
the shareholders by whom the shares are owned. In 
such a case if certificates are issued to a Bank far, 
say twentj^ constituents, relating to dividend warrant 
No. Ij the certificates should be numbered by hand 
1/1, 1/2, 1/3 to 1/20. 

(3) The practice adopted by certain companies of either 

attaching red slips to the certificates drawing' the 
attention of recipients to the need for their careful 
preservation for a year or two or of printing this 
caution in red ink on the face of the certificate 
may be generally followed. 
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(4) A note should be pi’inted on the certificate to the effect 
that shareholders may claim refund of tax under 
section 48 (1) of the Act in respect of their dividends 
if their personal rate of tax is less than the maximum 
rate. 

83 . Annual return of employes. {Section 21.) — (i) Under section 
21 read with rules 15, 16 and 17 a return in the form prescribed 
in inile 17 must be made of all employes deriving an income of 
Es. 1,000 per annum or over by the Government officers mentioned 
•in rule 15, by every private employer and by, in the case of local 
■authorities, companies or other public bodies or associations, the 
“principal officer” (see paragraph 7) “or the prescribed person”. 
'The provision that in the last mentioned case the return is to be 
made either by the principal officer or “the prescribed person” 
18 designed to avoid difficulties experienced particularly in the case 
•of companies, owing to the provision of the Act of 1918 which 
required that the return should always be made by the “principal 
officer”. Where a company, for example, has got several places 
of business, it may be more convenient for the company that the 
returns under this section should be made not by the principal 
officer at the headquarters of the company but by officers at different 
'branches, since this particular return has as a rule to be made to 
the local Income-tax Officer, i.e., to the Income-tax Officer of the 
place where the employes happen to reside. The liability for mak- 
ing this return remains under section 21 with the principal officer 
unless another person is prescribed in the case of particular com- 
panies. Such a person must be prescribed by means of a rule 
made by the Central Board of E-evenue [see section 2 (10) and sec- 
tion 59 (2) (e)]. The object of the return is to enable Income-tax 
Officers to see that the tax has been deducted at the source under 
section 18 (2), to arrange for adjustments where the collections at 
the source have not been made correctly and to assess “salaried” 
persons under section 23, whether the tax has been collected at 
the source or not, where the salaried persons have other income 
■than “salary”. 

(m) This section prescribes that the retm-n must be delivered to 
the Income-tax Officer but does not state to what particular Income- 
tax Officer the return should be made. Every Income-tax Officer has, 
under the provisions of section 64 (4) , all powers confen'ed by or 
under the Act on an Income-tax Officer in respect of any income 
•accruing or arising or received within the area for which he is 
appointed irrespective of whether the particular income is assessed 
■by him or not. In most cases it is convenient that this return 
should be made to the Income-tax Officer of the area in which the 
-employes reside, but in some cases it may be more convenient that 
"the return should be made to the Income-tax Officer of the area 
in which the headquarters of a wide spread business is situated. 
"It is for the Income-tax Commissioner in each doubtful case to 
•decide to what particular Income-tax Officer this return should be 
-sent. 
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(in') The return prescribed under this section is the return of all 
'-employes who during the period of 12 months ending 31st March 
'last were in receipt of salary of not less than the prescribed amount 
of Rs. 1,000, and the return must be furnished to the Income-tax 
■ Ofi&cer in the proper form before the 1st of May. The obligation 
to make this return is a statutory one and no preliminary notice 
or request from the Income-tax Officer is required. Failure to 
furnish this return is punishable under section 51 (c) of the Act. 

84 . Return of income hy companies. [^Section 22 (1).] — The 
Teturn of the total income of a company must be furnished to the 
Income-tax Officer before the 15th day of June in each year in the 
.form prescribed in rule 18, which also contains the form of the 
■yerification of such return. The obligation to make this return 
is a statutory obligation upon the “principal officer” (see para- 
graph 7) of the company, and it is not necessary that the Income- 
tax Officer should send any preliminary notice or request to the 
company or the principal officer concerned. Failure to furnish 
•this return is punishable under section 51 (c) of the Act. 

85 . Return of income by persons other than companies . [^Sec- 
tion 22 (2).] — (i) The form of return of total income of individuals, 
'firms or Hindu undivided families is prescribed in rule 19 which 
also prescribes the form of the verification of such return. In this 
case no statutory obligation rests upon the individual, firm or 
Hindu undivided family to make such a return until a notice has 
'first been served by the Income-tax Officer requiring such a re- 
fium. The notice must allow a period of 30 days for the furnish- 
ing of the return. The only exception to this rule relates to the 
assessment of persons who are likely to leave India before the 
close of the financial year and are not likely to return. In such 
cases it will be sufficient if a period of not less than seven days is 
allowed to make the return. If, however, on receipt of such 
notice, the retuim is not furnished within due time, such failure 
to make a return is punishable under section 61 (c) of the Act. 

(ii) An Income-tax return is not a “public document” and there- 
fore no one has any right to inspect or to receive a copy of it. 
The following persons should, however, in practice be allowed to 
do .so ; — 

(a) in any case the person who actually made the return ; 

(h) any partner (known to be such) in a firm registered or 
unregistered to whose income the return relates; 
and 

(c) the manager of a Hindu undivided- family to whose 
income the retmm relates, or any other adult member, 
of such family who has been treated as represent- 
ing it, that is, on whom a notice or requisition has 
been served under section 63 of the Act, 

(m) A return under section 22 on which the word “loss” has'been 
■written, without any figures, or in which ‘nil’ has been entered 
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against each item, is not a valid return (c/. Calcutta High Court, 
case Earn Kissendas Bagri versus Commissioner of Income-tax, 
Bengal, II, Srinivasan’s Tax Cases, page 324). If, therefore,, 
such a retmrn is filed by any person, the Income-tax Officer can. 
proceed after issuing a notice under section 22 (4), and making 
enquiries, to assess him under section 23 (4) if he finds that such 
a course is justifiable. 

86. Consequences of failure to furnish a return of income . — 
ii) Where a return is not furnished in due time, whether it be a 
statutory return which companies are required to fmaaish by the- 
15th of June under section 22 (I), or whether it be the return, 
which other persons are required to furnish under section 22 (2) 
on receipt of a notice from the Income-tax Officer calling upon 
them to do so, the person faihng to make the return is not only 
liable to be prosecuted under section 51 (c), but no appeal lies- 
under the proviso to section 30 (1) of the Act against any assess- 
ment made by the Income-tax Officer upon the company or other 
person failing to make a return. In the case of a registered firm^ 
the Income-tax Officer may also cancel its registration but not 
until 14 days. have elapsed from the issue of a notice by the In- 
come-tax Officer to the firm intimating his intention to do so. 

{ii) Failure to make a return, therefore, deprives the person at 
fault of any remedy whatsoever against the assessment subse- 
quently made, except the remedy specified in section 27. Under 
that section a person failing to make a return may, within one 
month after the receipt of a notice of demand of the tax, apply 
to the Income-tax Officer, and if he satisfies him that he was pre- 
vented by sufficient cause from making the return, the Income-tax 
Officer shall cancel the assessment, refund any tax already paid at 
once without waiting for an application for refund from the- 
assessee, and proceed with the case de novo. Should the Income- 
tax Officer refuse to re-open the case under section 27, the assessee 
may appeal under section 30 to the Assistant Commissioner, but 
if the Income-tax Officer does re-open the case, whether of his own 
accord on an application under section 27 or under the orddrs of 
the Assistant Commissioner under section 31 on an appeal, and 
the assessee fails again to make a return, the same provisions 
apply and no appeal lies, against the assessment. Section 22(2) 
makes it obligatory upon the Inoome-tax Officer to call for returns 
from all assessees, and as the success of the administration of the 
Act is largely dependant upon assessees making returns of their 
income, every effort should be made to get every assessee to file a 
return. At the same time it is desu’able that, with due regpd 
to the fiscal interests of the Government, all income-tax officials 
should administer the Act in a sympathetic spii’it, and in particu- 
lar should give assistance to assessees if they find any difficulty in 
filling up then’ returns. 

ini) Sub-section (3) of section 22 is a new provision the effect of 
which is that where a person, has not furnished a return in due 
time or having furnished a return discovers any omission or wrong 
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statement therein, he may furnish a return or a revised return 
(before the 'order of assessment is passed so that where such a re- 
turn or revised return has been made the assessee may not be 
•prosecuted for failing to submit a return in due time under sec- 
tion 51 (c) and may not be penalised ■under section 28 for making 
a •wrong statement in the original return. 

87. Gotisequence of false returns. Concealment of income 
and improper distrihutioji of profits. (Section 28). — (i) A person who 
■makes a false retmrn under section 19- A, or section 22, or sub- 
section (2) of section 26A, or sub-section (2) of section 32, or sub- 
section (2) of section 33-A is liable to be punished under the pro- 
?tdsions of section 177 or section 182 of the Indian Penal Code 
3 vhich run as follows : — 

*177. Whoever; being legally bound to furnish information on any subject 
'to any public servant, as such, furnishes, as true, information on the subject 
vrhich he knows or has reason to believe to be false, shall be punished with 
simple imprisonment for a term which may extend to six months, or with fine 
which may extend to one thousand rupees, or with both. * * 

*‘182. Whoever gives to any public servant any information which he 
knows or believes* to be false, intending thereby to cause, oi knowing it to be 
likely that he will thereby cause such public servant — 

(a) to do or omit anything which such public servant ought not to do 
or omit if the tru3 state of facts respecting which such informa- 
tion is given were known by him, or 

(5) to use the lawful power of such public servant to the injury or 
annoyance of any person 

tshall be punished with imprisonment of either description for a term which 
^may extend to six months or with fine which may extend to one thousand 
■rupees, or with both.*’ 

r 

(n) The returns under section 19-A, or section 22, or sub-section 
'i2) of section 26-A, or sub-section (2) of section 32, or sub-section 
(2) of section 33-A, must be “verified in the prescribed manner” 
•and under section 62 of the Act a false statement in any such 
"verification is an offence punishable under section 177 of the 
Indian Penal Code. 

(Hi) Apart from these legal penalties, under section 28 of the Act 
if the Income-tax Officer, &e Assistant Commissioner or the Com- 
missioner is satisfied that an assessee has concealed the paxti- 
-culars of his income or has dehberately furnished inaccurate parti- 
culars of such income and has thereby returned it below ^ the 
'real amount, he may direct that the assessee shall pay a penalty 
■not exceeding the amount of the tax which would have been 
avoided if the return had been accepted as correct. If the profits 
-of a registered firm have been distributed otherwise than in ao- 
• cor dance with the shares of the partners as shown in the instru- 
ment of partnership registered under the Act governing such dis- 
diribution and any partner has thereby returned his income below 
its real amount, the Income-tax Officer, Assistant Commissioner, 
or Commissioner, as the case may be, may impose similar penalty 
•on the partner concerned and no refund or other adjustment shall 
ffie claimable by any other partner on this account.. 
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iiv) Penalty under section 28 is leviable in the course of any pro- 
ceedings under the Act proAuded that the facts justifying the im- 
position of a penalty under the section are estabhshed. The Act^ 
however, does not authorise the imposition of a penalty in the 
course of proceedings under section 34 for a supplementary assess- 
ment in respect of any concealment of income in the course of 
proceedings m connection with the original assessment in the case 
concerned (cf. Allahabad High Court decision in the case of' 
Mayaram Dm’ga Prasad versus Commissioner of Income-tax, 
United Provinces). The offender will, however, be liable to a 
prosecution under section 52 of the Act, or any section of the 
Indian Penal Code other than section 177 thereof referred to in 
section 52 of the Income-tax Act. 

(v) Clause (4) of section 28, however, provides that where a 
penal assessment under that section is imposed by the revenue- 
authorities, no criminal prosecution for an offence shall be instituted 
on the same facts. It is obviously not desirable that there should 
be room for a possible conflict between the revenue and judicial 
authorities, and it is also unreasonable that a double punishment 
should be provided for. 

(vi) A criminal prosecution cannot, under section 53 (1) of the- 
Act, be instituted except at the instance of an Assistant Gommis- 
sioneu In most cases action under section 28 will be effective 
although in more serious cases a prosecution might be launched. 

88. Production of accounts. [Section 22 (4).] — (t) Under sub- 
section (4) of section 22 the Income-tax Officer is empowered 
to call upon any person liable to make a return to produce such 
accounts or documents as he may require. It does not, liowever, 
empower him to ask the assessees to prepare accounts like a profit 
and loss account which they do not already possess and do not 
require for their ovm purposes; all that it empowers the Income- 
tax Officer to do is to call for accounts and documents which are, 
or are believed to be, in existence. The producticto of accounts 
may be called for whether a retm’n has or has not been mafle. 
As stated in paragraph 86, it is always desirable in the interests 
both of the assessees and of the Government that Income-tax 
Officers should obtain a return of income ‘before they make an 
assessment. If, however, such returns are not forthcoming, they 
should, so far as possible, obtain the accounts of the assessee. 
Again, if a return is made the Income-tax Officer has power to 
call for accounts wherever he considers it necessary for the piu- 
pose of testing the accura-cy of the return. It is, howevOT, desn- 
able that the least possible inconvenience shoiild be given to 
assessees by the detention of their accounts by Income-tax Officers 
anfl Income-tax Commissioners should take steps to see that ac- 
coimts are not detained for any undue time or for any unnecessary 
pm’pose. Steps should be taken to gecure that the services of 
competent and reliable Accountants where employed by assessees 
should be utilised to the fullest extent by the Income-tax Officers. 
The latter from their experience should soon know what particular 
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Auditors can be relied upon to give accurate figures. Where a 
statement of profit and loss filed by an assessee has been certified, 
as correct and complete by such an Accountant, the Income-tax 
Officers should, unless they see reason to the contrai'y, accept the 
statement as correct and complete with regard to the 
facts mentioned in it, although lie null frequently have to call for 
details showing how various figures are made up. But in such 
cases the Accountant himself when authorised by the assessee to- 
appear on his behalf should be asked to supply the details. In- 
come-tax Commissioner should take steps to secure that the 
services of such Accountants are fully availed of. 

(ii) The proviso to slib-section (d) of section 22 prevents am' In- 
come-tax Officer from calling upon an assessee to produce books- 
of account going back for a period of more than three years prior 
to the “accounting period". This limitation applies merely to 
books of account; it does not apply to documents. No limitation 
is placed by tlic Act upon the power of the Income-tax Officer to 
call for documents of any date. 

(iii) Neglect to furnish accounts or documents asked for by the 
Income-tax Oflicer under section 22 (4) is pimishable under sec- 
tion 51 (d) and, further, under the provisions of .section 23 (4) read 
with section 30 (1). any person who fails to comply with the re- 
quisition of the Income-tax Officer for the production of accounts 
or documents may not appeal under section 30 against the assess- 
ment made whether he has made a return or not. If the assessee 
is a TCfjislcrcd firm the Income-tax Officer may cancel its regis- 
tration. lie is in exactly the same position as a person who did 
not make a return in the first in.'^fance. his only remedy being 
that described in paragraph oG (i.c., under section 27). 

89. Etidance in assessment prorgedhujs other than returns and 
accounts of assessee. — (f) ]n addition to his general power to call for 
accounts, the Income-tax Officer where he believes that a return 
made under section 22 (2) is incorrect or incomplete, has power 
to call upon an assc.'^see to attend or to produce or cause to be pro- 
duced evidence of the correctness of his return. If an assessee 
fails when required by an order under section 23 (2) to attend or 
to produce evidence in support of his return, he is not liable to 
an}' penalty under section 51, but failure to comply with such 
orders has the result of placing the assessee in exactly the same 
position as a penson who failed originally to make a return [see 
section ' 23 (^f)], that is, he may not appeal against the order of 
assessment or take any action other than action under section 27 
as described in paragi'aph 86. If the assessee is a registered firm, 
the Income-tax Officer may cancel its registration. 

(it) Under .section 23 (3). the Income-tax Officer is empowerdfl to 
utilise any evidence bearing on thp assessment which ho may ob- 
tain of hi.s own motion, while under sections 37 and 38, he can 
enforce the attendance of any ]ierson for tins purpose and compel 
the production of the information that he requires. 
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(iii) The following special instructions should be observed in call- 
ing for information from railway administrations : — 

(a) The information must be relevant to an individual 

assessment. Income-tax Officers should not, for, 
instance, ask for a complete statement of all consign- 
ments to or from a particular station. 

(b) The demand for information must be couched in definite 

terms. Por instance, it must state whether the par- 
ticulars are required with regard to outgoing or in- 
coming consignments and name the stations with re- 
gard to which the information should be collected. 

(c) The requisition for information should always be sent to 

the Agent of the Bailway administration concerned. 
There is no objection, however, to Bailway officers 
furnishing information direct to the income-tax autho- 
rities without the intervention of the Agent where the 
Agent has no objection to their doing so. 

Section 37 gives power to call for railway books. 

(iv) Except as provided in section 19-A and Buies 42 and 43, a 
■company should not be required to furnish the Income-tax Officer 
with a return of the persons (with their addresses) for the time being 
-tippearing on the share register of the company and the amounts 
of the dividends paid or payable to such persons during any parti- 
cular period. Such a duty would be burdensome to the company 
with no corresponding advantage to the administration. It is for 
ibis reason that in section 39 of the Act provision is made that 
ihe share register, the register of debentmre holders and of mort- 
gagees of any company are 'open to the inspection of the income- 
iax authorities, who may also take copies or cause copies to be 
taken of any entries in such registers. Since the power to in- 
spect, and take copies of such register is specifically conferred by 
section 39, no income-tax authorities utilising these special powers 
•can be called upon to pay any fee for inspection or copies under, 
the Companies Act. 

(v) Under section 20-A and Buies 42-A and 43-A any person res- 
ponsible for paying any interest not being “interest on securities” 
is required to furnish on or before the 15th June every year to 
the Income-tax Officer in whose jurisdiction he resides, a retmn 
showing the names and addresses of all persons to whom during 
the previous year he has paid interest or aggregating interest ex- 
ceeding Bs. 1,000 together with the amount paid to each such 
•person. 

(vi) The Bill as originally ‘framed contained a provision empower- 
ing an Income-tax Officer to require information to be given re- 
garding specific payments shown in the accounts of an assessee 
where there is reason to believe that such payments become 
liable to tax in the hands of the recipients. This particular pro- 
Tision was omitted by the Select Committee on the' Bill as being 
•entirely unnecessary because Income-tax Officers have ample 
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powers to disallow any payment shown in the accounts of an 
assessee where proof of the payment is not forthcoming. 

{vii) Section 37 also provides for the issue of commissions. The 
scale of diet money and tra^'ellmg expenses for witnesses sum- 
moned under this section should be that prescribed for attendance 
in cml com'ts in the Province concerned. 

90. Personal attendance of assessee. — (i) While section 23 (2)’ 
empowers the Income-tax Officer to require a person making a retm’n. 
to attend at his office, under the provisions of section 61 any 
person requmed or entitled to attend before any income-tax autho- 
ritj' may either attend in person or be represented by a person duly 
authorised by him in writing. The penalty to which an assessee 
who failed to attend when required to do so by an Income-tax 
Officer was liable under the Act of 1918, has been omitted from, 
section 51 of the present Act. While there is no obligation on an 
assessee to attend in person at any stage of the assessment pro- 
ceedings or before any income-tax authority in connection with 
an}’’ proceedings under the Act, and while he may be represented 
at any such proceedings by any person he pleases to authorise in 
writing failure to attend or to be so represented has the result 
that the assessee Joses any right of appeal against the assessment. 

(jY) It should, however, be particularly noted that the provisions 
of section 61 merely refer to attendance. Eeturns and verifications 
required under the Act must be signed either by the assessee him- 
self or by some representative duly authorised for the pm’pose in- 
proper legal form so that his acts will bind his principal. 

iiii) It is desirable that tax-i^ayers should be allowed to use what- 
ever agency they please for the purpose of representing their case ; 
and whatever person they authorise to represent them whether he 
be an employ^, an accountant or any other person, has presum- 
ably been selected by them as the person having the best know- 
ledge of their accounts and financial position, and such person is 
entitled to appear before any income-tax authority and to give- 
explanations and produce evidence regarding any points of doubt 
that may arise. 

91. Assessment of Bogus Companies and Firms. {Section 
23- A). — U) The object underlying the introduction of this section is 
to prevent the avoidance of income-tax and super-tax by com- 
panies, fii-ms or other association of individuals by the adoption of 
certain devices. Where the Income-tax Officer is satisfied that a 
company, firm or other association of individuals is adopting any 
of the devices mentioned in sub-sections (1) and (2) of section 23-A 
he should obtain the approval of the Assistant Commissioner to 
assess the individual members on their share of the profits and 
gains and if it is accorded proceed to assess accordingly. The As- 
sistant Commissioner should give the firm, company or association 
of indiwduals as the case may be, a hearing before he directs the 
Income-tax Officer to refrain from determining the sum payable 
as income-tax by it and make the assessment on the members. 



P. 91-93] 


240 


iii) Section 23-A is not one of the sections mentioned in section 
58. Consequently “Income-tax” in section 23-A (1) and (2) means 
“Income-tax and super-tax”. It follows that the Income-tax 
Officer under these sub-sections must refrain from determining 
the amount of their income-tax or super-tax payable by the firm, 
association or company. 

92. AssessDTeTit of temporary residents. — (f) Before the passing 
of the Indian Income-tax (Second Amendment) Act, 1933, there 
was no promsion in the Act for the issue of a notice under section 
22 (2) before the close of the financial year for the purposes of 
assessing the income of that year. The absence of such a provi- 
sion enabled touring theatrical companies and other temporary re- 
sidents as also persons about to change their more permanent resi- 
dence to escape income-tax by leaving the country before the close 
of the year. The new section 24-A is designed to bring such 
assessees under assessment. Where it appears to an Income-tax 
Officer that a person may leave India during the current year or 
shortly after its expiiy and may not return to India he may serve a 
notice upon him requiring liim to furnish a retium in the same foi’in 
and verified in the same manner as a return under section 22(2). of his 
total income for each of the completed previous years from the 
period from the expiry of the last previous year for which he has 
been assessed and of his estimated total income for the period from 
the expiry of the last such completed previous year to the probable 
date of his departure. The minimum period witliin which such a 
return should be required to be made is seven days. The Income- 
tax Officer may in the exercise of his discretion allow any period 
exceeding this limit according to the circumstances of each case. 
Such a notice is a notice under section 22 (2) and all the provisions 
relating to assessment apply thereafter. The assessment shall be 
made for each completed previous year included in the period of 
assessment at the rate at which such total income would have 
been charged had it been fully assessed. As regards the period 
from the expiry of the last of such previous years to the probable 
date of departure the Income-tax Officer should estimate the total 
income and assess it at the rate in force for the year during which 
the assessment is made. 

iii) It should be particularlj'^ noted that this section should not be 
used to assess an income which has escaped assessment or has 
been assessed at too low a rate in respect of which the Income-tax 
Officer cannot issue a notice under section 34. 

93. Assessment of deceased persons. {Section 24-B.) — (i) This 
section provides that an executor, administrator or other legal 
representative of a deceased person shall be treated as an assessee 
for the purposes of an assessment on the income of a deceased per- 
son. There was no provision in the Act for the assessment of the 
incomes of deceased persons before the passing of the Indian In- 
come-tax (Second Amendment) Act, 1933, with the result that 
such incomes escaped tax. The Act as now amended has stopped 
that loophole. The liability of an executor, administrator or other 
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legal representative in respect of tax due by the deceased is, how- 
ever, confined to the payment of tax to the extent to which the 
estate of the deceased is capable of meeting the charge. The 
'Charge of income-tax on the income of a deceased person does not 
rank in any way prior to other charges to which the estate may 
be liable. 

(//) The procedure to be followed in making such assessments is 
as follows. Where no notice has been served on a deceased person 
•under section 22 (2) or 34 as the case may be, a notice may be 
served on the executor, administrator or other legal representative 
and an assessment made as if such person were the assessee. 
Where notice has been served on a deceased person, but no re- 
•turn has been made or where the retmm made is in the Income-tax 
Officer’s opinion incorrect or incomplete, the Income-tax Officer 
may assess the income and determine the tax payable. Por the 
piu’poses of making such assessments, the Income-tax Officer may 
requu’e the executor, administrator or legal representative of the 
deceased to produce documents or other evidence under sections 
22 and 23. All the provisions of the Act relating to the assess- 
ment and collection of a tax apply to these cases. See also para- 
graph 118. 

{Hi} Where an assessment is made in pui'suance of .sub-sections 
(2) and (3) of section 24-B, the assessment should be regarded as one 
made under section 23, since the legal representative of the de- 
ceased is for the pm’poses of the Act the assessee. All the conse- 
quences of an assessment under section 23 will therefore follow : 
e.g., a notice of demand can be issued to the legal representative 
under section 29, and an appeal can be filed by him under section 
'30 or other relief sought by him in the circumstances and to the 
extent that similar relief could have been sought by the assessee 
had he been alive. 

94. Set-off of loss under one head of income against income 
under another head. — (i) Under the Act of 1918 it was the aggregate 
amount chargeable under each of the separate heads mentioned in 
sections 7 to 12 of the Act that determined the total and taxable 
income of an assessee, so that when a person carried on a trade or 
profession and also had an income from house property, if he had 
actually incurred a loss from the trade or profession, the figure 
adopted under that head in arriving at the aggregate amount of 
the income chargeable to tax was nil and not a minus sum. Under 
the provisions of section 24 of the Act a loss under one head of 
•income may now be charged against profits under another in the 
snme vear. Where a minor has been admitted to the benefits nf 
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firm is entitled to set-off his share of the net loss incurred by the 
fii-m in thn shmp eirnnmqt-nnfes and to exactly the same extent 
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Illustration . — A firm has proper!}' the annual value of which 
is Es. 2,000, has income from interest on securities amounting to 
Es. 1,000 and cames on a business from which it incurs in one 
year a loss of Es. 10,000. The firm is entitled under the provi- 
sions of sub-section (I) section 24 to set-off the loss from business 
against the annual value of the property and the interest on secu- 
rities, and its totaj income would be minus Es. 7,000. A who is 
a partner in the 'firm having a share of one-half in the profits 
thereof, has other personal income of Es. 6,000 from interest on 
securities. He is entitled under the provisions of sub-section (?) 
to set-off his share of the net loss from the firm (viz., Es. 3.500) 
against this personal income and would bo assessed on a total in- 
come of Es. 2,500. 


(Hi) AVhere an individual is a partner in two separate firms of 
which one is registered and the other unregistered and has no 
separate personal income, he should be allowed, in dealing with 
any application for refund under section 48, to set-off his share of 
any net loss incurred by the unregistered firm against his share of 
the profits of the registered firm. Eor example, ‘A’ having a half 
share in an unregistered firm, which incurred a net loss of 
Es. 2,000 in one year, had in the same year no personal income- 
liable to assessment to income-tax in his own hands, but had a 
similar share in another registered firm which had made a net 
profit of Es. 10,000. Such cases will be rare and should be dealt 
wnth on the basis of real income, i.e., in the case above quoted ‘A’ 
should get a refund so adjusted that he shall suffer finally tax of 
5 pies in the rupee on his real income of Es. 5,000 minus Es. 1,000 
i.e,, Es. 4,000. The same principle would apply if both firms 
were registered. Where the situation is reversed that is where 
the registered firm makes a loss and the unregistered firm a profit 
obviously no relief can be given. Nor can an unregistered firm 
claim to set-off losses of the indmdual partners against the incorue 
of the firm. But a partner in a registered firm should be allowed 
to set-off loss incurred in his individual capacity against his in- 
come as partner in dealing with any application under section 
48. 


(iv) Similarly if ‘A’ has a loss of Es. 1,000 in business, an income 
of Es. 1,000 from interest on securities and an income of 
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Es. 3,000 from dividends, he should be allowed to set-off his loss 
of Es. 1,000 against his income of Es. 4,000 and should be taxed 
on the balance of Es. 3,000. 

(v) In the same way, if A borrows mone}^ to buy secm'ities or 
shares and the interest on the loan exceeds the interest or divi- 
dend that he receives, he is entitled to set-off the excess of the 
interest paid over the interest or dividend received against any 
■other taxable income. (See paragraph 39.) 

(vi) The correct procedm'e in such cases is to ascertain the total 
income after allowing the set-off, calculate the tax on that at the 
appropriate rate (apply section 17 if the chcumstances justify such 
a course), credit the tax “suffered” on the dividends on the one 
hand and debit any refunds granted under section 48 on the other 
und collect or refund the balance as the case may be. 

(vti) Erom the point of view of equity it is obviously reasonable 
to allow a set-off in these cases ; from the legal point of view it is 
incorrect to argue that section 24 (I) is inapplicable to such cases 
•on the ground that income from dividends or income derived from 
a firm is not (from the point of view of the shareholder or partner) 
income falling under any of the heads mentioned in section 6 — 
Section 24 (I). Obviously such income must fall under one of 
"these heads, otherwise (a) it could not be included in the total 
income of the shareholder or partner ; but it is so included — section 
16; and (b) the shareholder or partner could in no circumstances 
be assessed individually on such income, but xmder section 14 (2) 
he is assessable on such income if it so happens that the 
■r'.ompany or firm has not been assessed. Consequently such income 
from dividends or from a firm must fall under one of the heads in 
section 6. Income from dividends should evidently be regarded 
in the hands of the shareholder as income from “Other sources,” 
while income from a firm should be regarded in the hands of the 
partner as income from “Business”. On the other hand the part- 
ner or shareholder is not an “assessee” in respect of such income 
•unless the firm or company has not been assessed. 

95* iVcio business . — As stated in paragraph 14, assessments 
under the Act are made on the profits of the “previous year”. 
AVhen a new business is started, therefore, no assessment will, as a 
rule, be made in the first year, and the assessment in the second 
year vdll be made on the profits of the preceding year. The only 
exception is tliat referred to in the next paragraph. 

96. Business closing doion. — (i) The only exception to the gene- 
ral rule that assessments are made on the profits of the previous year 
is contained in section 25 (2) where, in order to guard against a 
possible loss of revenue owing to delay in making assessments on 
the profits of businesses, professions or vocations that close down 
during the course of a'’ financial or commercial year, it is provided 
that in such cases in addition to the assessment on the income of 
the preceding year a further assessment may be made in the year; 
in which a business, profession or vocation is closed down, on the 
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income of that year. Sub-section (5) of that section imposes a- 
statutory obligation on persons discontinuing a business, profes- 
sion or vocatio 2 i to give notice of such discontinuance within IS' 
days of the discontinuance. 

(ii) It is to be noted that these provisions apply onl)’ to businesses, 
professions or vocations, that is to say, to profits or gains taxable 
under sections 10 and 11, and further, that they only apply to any 
business, profesion or vocation on which income-tax w'as not at 
any time charged under the provisions of the Indian Income-tax 
Act, 19] 8. They do not apply to any business, profession or voca- 
tion on which income-tax had been charged under the provisions 
of that Act, as these are subject to the special provisions of sec- 
tion 25 (3) which are described below. 

(Hi) The power to make this additional assessment under section 
25(1) is a discrotionnnj power which may lie exorcised whether the 
business, etc., is a purely temporary business commencing and 
closing dowm in the same year, or whether it is a business that 
has been m existence and has been previously taxed under the 
present Act. It should onl}’’ be used in cases where there is 
reason to anticipate that the tax may not be collected unless the 
assessment is made in the year in which the business, etc., closes 
dowm. Where there is reason to believe that there will be no diffi- 
culty in making the assessment and collecting the tax in the usual 
manner, that is, in the year after the business closes dowm and on 
the profits of the year in which it did close down, there is no need 
to use the special powmrs conferred by this sub-section. 

(it') The profits to be taxed under (he provision of section 25 (?) 
are the profits accruing between the end of the last “previous 
year” of which the profits have been taxed and the date of the 
discontinuance of the business. Further, the rate to be applied in 
taxing the discontinued business under sub-section (1) is the rate 
in force in the year in which the assessment is made. 

(v} Where a business, profession or vocation had tax charged on 
it under the provisions of the Income-tax Act of 1918. the provisions 
of sub-section (1) to section 25 cannot be brought into use for the 
assessment of any such business- On the contrary for reasons 
given in paragi'aph 14, it is, under the profusions of sub-section 
(3) of section 25, not liable to tax in respect of profits or gains 
for the period between the end of the last “previous year” 
and the date of discontinuance, but is entitled to substitute the 
profits of that period for the profits of the last “previous year”. 
For example, in the case of a business whose “previous year” ends 
on 3]st March, if it closed dowm on March 31st, 1923, its assess- 
ment for 1922-23 will be on the profits for the year ending 31st 
March 1922, or at its option, on the profits of its year ending 31st 
March 1923. If such a concern closed dowm on 30th April, 1922, 
it wmuld still be assessed in the year in wliich it closed down, but 
the assessment would be on the year’s profits to 31st March 1922,. 
or at its option on the profits of the month of April 1922. If^ 
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however, the concern’s “business year” ends on 30th April and it 
closes down on SOfch September 1922, its assessment in the year 
1923-24 would be on the profits of its year to 30th April 1922 or at 
its option on its profits from 1st May 1922 to 30th September, 
1922. This special provision applies only to a business, profession 
or vocation. on which tax was charged under the Act of 1918, and 
when a claim for this concession is made, it must be supported by 
proof that tax had been charged under the Act of 1918 in respect 
of that very business, profession or vocation. 

(vi) An assessee should be allowed the benefit of section 25 (3) if 
(I) he has (for example) both a business and a profession and dis- 
continues only one of them or (2) has more businesses than one 
and discontinues one or more, but not all of them, provided that 
they are genuine distinct businesses for which separate accounts 
are maintained ; and not mere branches of a single business. The 
section should, of course, only be applied to the income of any 
profession or business that is actually discontinued. 

(vii) A claim to be assessed under this sub-section may be ad- 
mitted if it is made not later than the end of the year following that 
in which the business, profession or vocation is discontinued. 

y.B, — The provibiojis of seciton 25 a'p'ply to the eom'plete sto'p'page or dis- 
continuance of a business, profession or vocation and do not apply to any 
change in the 'proprietor shi'p. Where there is any change in the proprietor- 
ship merely, the provisions of section 26 apply (see paragraph 98). 


{viii) Where a business, profession or vocation is completely dis- 
continued and is not merely transferred from one proprietor or set of 
proprietors to another, the person who carried on the discontinued 
business is responsible for the payment of the tax, and where the 
proprietorship was vested in a firm, section 44 specifically provides 
that the persons who were members of the firm on the date of such 
discontinuance, are jointly and severally liable to any tax due 
from the firm. 

97. Change in the constitution of a firm. '[Section 26 (1).] — 
^As amended by the Indian Income-tax (Amendment) Act, 1928 (HI 
of 1928), section 26 now consists of two parts, the first part dealing 
with changes in the constitution of a firm and the second part with 
changes in the ownership of a business, profession or vocation. 
Under section 26 (I) the assessment on the firm and on the members 
thereof shall, subject to the provisions of this Act, be made as if the 
firm had been constituted throughout the previous year as it is con- 
stituted at the time of making the assessment and as if each member 
had received the share of the profits of the year proportionate to 
his interest in the firm at the time of maMng the assessment. 
For example, if ‘A’ happens to be a member of a fia:m when an 
assessment is made in the year 1922-23, even if ‘A’ has newly 
succeeded to the partnership just before the assessment is made, 
he is deemed, for the purposes of both income-tax and super-tax, 
to have -received out of the profits of the year 1921-22 (which are 
the profits assessable in the year 1922-23) the share to which he 
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•would have been entitled had his share in the firm been the same 
:as it was in 1922-23 when the assessment was made- 

98 , Succession. \_Section 26 (2).] — (i) This sub-section which 
incorporates the Prh^' Council decision in the Western India Turf 
•Club case, applies only to cases in which a business profession, 
or vocation has changed hands. The assessment must be made 
•on the successor as though he had been carrying on the business, 
profession or vocation and as if he had received the whole of the 
profits for the year. The calculation of the profits should of 
course be made with reference to the state of affairs in the ac- 
counting year but the rate of tax to be applied will be that appii- 
■cable to the successor- 

(ii) Where one person succeeds to several businesses, a single 
assessment should be made on the successor in respect of the profits 
of all his j)redecessors and of himself, if he existed or did business 
in the previous year, taken together; Losses of any predecessor 
should be set off against the profits of the others or of the suc- 
cessor. 

(iii) The question whether a succession has taken place is a ques- 
tion of fact which must be decided with inference to the facts of the 
particular case, but it may be laid down that there cannot be 
succession to part of a single business. It frequently happens that 
one person is conducting two or more separate businesses to each of 
which there can be a succession. If the particular business is 
separable as a whole from the other activities of the assessee, there 
can be a succession to it. 

(iv) When in the year in which the first assessment is made after 
succession to a business has occurred, the successor wishes to adopt 
a different accounting period from Jiis predecessor’s, the request 
should be treated as involving a change of accounting period. If 
the result of this change is to leave an interval between the end 
of the last complete accounting period of the predecessor and the 
beginning of the first accounting period of the successor, the pro- 
cedure prescribed in paragraph 6 above for the assessment of an 
assessee who has been permitted to change his accounting period 
should be followed in all respects, and the nature of the change 
of accounting period permitted, and the conditions on which per- 
mission is gi’anted should be clearly recorded by the Income-tax 
Officer in his assessment order. 

(a) When an assessment has been made under section 26 (2) on 
the successor to a business on the profits of the predecessor and it is 
found that the profits of the predecessor in the year before the year 
of succession have escaped tax, wholly or in part, whether the 
succession took place before or after the assessment of the prede- 
cessor in the previous year, an assessment may be made under 
section 34 on the successor and not the predecessor, because the 
expression “pre\dous year” in section 26 (2) must refer to the 
“previous year” as defined in section 2 (II) of the Act for the 
purpose of the assessment to be made and not to the year pre\dous 
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-to that in which the assessment is made, Tf that is different. The 
fact that the succession resulted in a change in the status of the 
assessee does not alter the situation. 

99. Orders of assessment. — ^When an assessment order has 
been passed under section ’23, any assessee who applies to the 
Income-tax Officer for a copy of the order must be supplied by the 
Income-tax Officer with a copy, free of charge, subject to the 
following conditions : — 

(a) that not more than one copy of an assessment order 

should be supplied free, and 

(b) that a copy of an assessment order applied for more than 

one year after the order was passed should not be sup- 
plied free of charge unless the applicant satisfies the 
Income-tax Officer that it is required for his use in 
some proceedings which are pending under the Indian 
Income-tax Act, 1922, with reference to the particular 
assessment covered by the order and which are not 
time-barred. 

Proposed representations to higher authority which are not covered 
by any provision of the Act will not be regarded as proceedings 
pending under the Act. 

SS-A. When an order has/been passed under section^ 23-A, 26, 
27, 28, 32 or 33, one copy ofisuch an order should be supplied to the 
dssessee. if he applies for it/, free of cost. Additional ycopies should 
Page 247— 
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99-A. One copy of any order against which an appeal cannot 
be submitted in the prescribed form unless accompanied by such a 
copy (i.e., any order under one of the following sections : 26-A, 27, 

48, 48-A and 49) should be supplied to the assessee, free of cost and 
without application, as soon as the order has been passed. One- 
copy of any other order should be supplied to the assessee on appli- 
cation, free of cost. If additional copies are required in either case^ 
a charge should be made. 

for which the assessee is respuubiuic ivi. wa xm 

is on the same total income that super-tax is leviable, it is desir- 
able that, so far as possible, in the interests of economy and con- 
venience to assessees, the assessment both of income-tax and super- 
tax should be made simultaneously. 

101. Appeals to Assistant Commissioner. — (i) The cases in which 
an appeal may lie to an Assistant Commissioner against the orders 
of ap. Income-tax Officer are specified in detail in section 30. As 
stated in paragraph 86, it is necessary that every effort should be 
made to get tax-payers to file returns of income' and the restrictions 
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on appeal contained in the ijroviso to section 30 (1), which definitely 
forhid the entertamment of any apipeal against an assessment 
where the Income-tax Officer lias been compelled to make the 
assessment under section 23 (4) [i.e., in cases where an assessee 
has failed to make a return or .has failed to produce his accounts 
when called for or has failed to produce any proof of the accuracy 
of his returns], should be rigidly adhered to. Under no circum- 
stances may any appeal be entertained in those cases. 

(it) Section 30 now allows appeals to the Assistant Commissioner 
against the refusal of an Income-tax Officer to re-open a case under 
section 27 and also against the orders of an Income-tax Officer im- 
posing a penalty under section 25 (2) or ‘section 28. 

(m) Section 30 allows an appeal against an order of an Income- 
tax Officer refusing to register a firm under section 26- A. Any party, 
whether the firm itself or a partner, aggrieved by the Income-tax 
Officer’s order can appeal to the Assistant Commissioner against it. 
The Commissioner can also exercise his powers of revision under 
section 33 and interfere with the Income-tax Officer’s orders regis- 
tering a firm or refusing registration. 

(iv) Where the determination of the precise amount of loss sus- 
tained by an assessee in a particular year is material, for example, 
where the assessee is a firm and the amount of loss sustained by the 
firm affects the assessments of the partners, an appeal to the Assist- 
ant Commissioner should be admitted under section 30 against the 
Income-tax Officer’s decision as to the amount of loss unless, of 
com’se, the case has been decided under section 23 (4). Similarly 
in cases of assessments under section 23 (1) or section 23 (3) , where 
no demand is due because the income ascertained prior to giving 
an allowance on account of depreciation is less' than the amount 
of this allowance, an appeal should be allowed against the Income- 
tax Officer’s decision as to the amount of actual income against 
which the depreciation allowance is to be set off. 

(v) The form in which an appeal must be presented to the Assist- 
ant Commissioner is specified in rule 21 and that form must also bo 
verified in the method prescribed in the same rule. Any false 
statement in the said verification is punishable under section 52. 

(vi) An Assistant Commissioner should not hear appeals against 
his own orders passed as Income-tax Officer. W^hen an Income- 
tax Officer on appointment as Assistant Commissioner, acting or 
permanent, is not transferred to another Assistant Commissioner’s 
range, appeals against his orders as Income-tax Officer should be 
heard by another Assistant Commissioner appointed under section 
5 (4) to hear such appeals. 

102. Po'Loers vf Assistant Commissioner in dealing with appeals. 
(Section 31). — (i) The provisions of this section have been re- worded 
in order to make it clear that the Assistant Commissioner in en- 
tertaining an appeal has power to remand a case to the Income- 
tax Officer for report or disposal on its merits and also that the 
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Assisi ant Commissioner is not required to pass orders on tlie actual 
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(ii) When a document purporting to be an appeal under section 
30 is filed against an assessment purporting to have been made under 
sub-section°( 4) of section 23 it should be admitted as an appeal in 
Bihar and Orissa (see Kunimrji Ananda, 5 I. T, C.-417) ; elsewhere, 
it should be treated as an application for the admission of the appeal. 
In neither case should the Assistant Commissioner make an ex- 
parte order declining to entertain the appeal on the ground that by 
reason of the proviso to sub-section (1) of section 30 no appeal hes. 
The assessee should be given a hearing on the prehminary issue 
whether the appeal lies, and a finding should be recorded on that 
issue. (The notice giving the assessee an opportunity of a hearing 
should not be issued in Form I. T.-18, except in Bihar and Orissa). 
The decision on this preliminary issue will depend on whether the 
assessment expres sed to have been mude under sub-section (4) of 

section 23 was in fact capable of being made under that sub-section. 
If the decision on this issue is adverse to the appellant, the appeal . 
will be dismissed (in Bihar and Orissa) or its admission refused 
(elsewhere) on the ground that no appeal hes. 

{w) Appeals should never be simply dismissed for default of 
appearance — thej^ should always be decided on their merits, and 
a reasoned decision written, .whether the appellant appears or not. 
If the notice of hearing has not been served on the appellant in 
time to permit of his appearing in person or by pleader at the 
time and place fixed for the hearing of the appeal, the appeal 
should not be disposed of, but should be adjourned and a fresh 
notice issued to the appellant. 

{v) In dealing with an appeal against an assessment under sec- 
tion 34 the Assistant Commissioner can deal only with that part of 
the income that has escaped assessment at the original assessment 
or with an}'^ enhancement of rate at the re-assessment. He must not 
thei’efore entertain any plea that involves any reduction of the 
amount determined at the original assessment as the amount of the 
assessee ’s income from any source that did not escape assessment 
at the original assessment. 

103. Appeals to Commissioner . — ^No second appeal lies from 
orders passed by an Income-tax Officer. One appeal is allowed to 
the Assistant Commissioner under section 30. The only cases in 
which an appeal may be made to the Commissioner are against 
special orders passed by an Assistant Commissioner himself, viz., 
an order imposing a penalty under section 28 or an order enhancing 
an asspsment in the course of an appeal. Ho appeal lies to the 
Commissioner in any other case. 
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103-A. Orders in appeal . — A copy of tlie appellate order should be 
supplied to the assessee-if he applies for it, tree of cost. Additional 
copies should be charged for. 

104:. Commissioner' s power of revision. {Section 33). — (i) The 
period within which an Income-tax Officer may assess income that 
has escaped assessment is restricted by section 34 and the time 
within which an Income-tax Officer, Assistant Commissioner or 
•Commissioner of Income-tax maj' coiTect a mistake apparent on 
the face of the record by section 35. The Commissioner acting 
under section 33 cannot extend this period of limitation though 
he can revise, after it has expired, action validly taken within 
it. If a Commissioner of Income-tax desires to exercise his 
power of revision in any case where more than a year has elapsed 
since the passing of the last order by the subordinate authority 
he should not do so without first consulting the Central Board of 
Bevenue. 

(ii) Where in consequence of any appellate or revisional order, or 
.any decision of a High Court on a reference, the assessment of a 
firm is modified in a manner entitling any partner to a reduction 
of the tax imposed on him individually, and for my reason such 
relief cannot be given by the Assistant Commissioner in the exer- 
cise of his appellate powers, the Commissioner of Income-tax 
should make the reduction under section 33 regardless of the period 
■of one year mentioned above. ^ 

(mV) The Commissioner need not make a personal enquiry, if any 
enquiry is necessary, before exercising his powers of revision. He 
may cause an enquiry to be made by a subordinate officer. 

(iv) The power conferred by this section on a Commissioner can 
only be exercised once in any particular case. A Commissioner 
who has once “declined to interfere” under this section is de- 
barred from subsequent action under that section just as he would 
be if he had passed an order modifying the assessment. 

(v) An order under section 33 merely declining to interfere is not 
an order “prejudicial to the assessee”. A Commissioner is 
therefore not bound to hear an assessee or his representative before 
rejecting a revision petition. The Act. of course, does not contem- 
plate such petitions. 

(vi) The decision of a Board of Referees under section 33-A is not 
subject to appeal to any Income-tax authority and cannot be . 
revised by the Commissioner in exercise of his powers under section 
33. 


104-'A. Reference to Board of Referees. {Section 33-A ). — ^No 
time is prescribed in sub-section 3 of section 33-A within .which 
the Commissioner should refer an appeal to a Board of Referees. 
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But every effort should be made to avoid delay in making these 
references. So far as possible the reference should be made within. 
60 days at most of the receipt of tlie appeal. 

105. Assessment of incone ichicli has esca2)ed assessment m 
previous years . — (/) Under the provisions of section 34 where income 
chargeable to income-tax has escaped assessment in any financial 
year or has been assessed at too low a rate, the Income-tax Officer 
may commence proceedings at any time within one period of 
twelve months reckoned according to the Gregorian Calendar from 
the end of the financial year in which the income so escaped assess- 
ment in order to get a full or proper assessment. All that section 
34 requires the Income-tax Officers to do within the statutory 
period of one year is to commence proceedings for assessment. It 
is not necessary that the proceedings should be completed within 
that period. 

in) A notice under section 34 need not specify the detailed 
grounds on which it is proposed to re-open the assessment. 

Uii) The following form has been prescribed for the notice under 
section 34 : — 

Notice under Section 34 of the Indian Income-tax Act 

(XI-22.) 

Income-tax Office. 

Dated 

To . 

Whereas I have reason to believe that your income from 
chargeable to income-tax in the year ending the 31st March 19 , 

(a) has wholly /partially escaped assessment. 

(b) has been assessed at too low rate, that is to say, at 

pies in the rupee instead of at pies in the rupee,, 

and I therefore propose — 

(a) to assess the said income that has escaped assessment, 

(b) to re-assess your said income at the correct rate as 

aforesaid. 

I hereupon require ,you to deliver to me not later than 
or within 30 days of the receipt of this notice, a return in the 
attached 'form of your income from all sources chargeable to in- 
come-tax dtiring the said year ending 

Income-tax OfiScer. 
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* Here enter source. 

(a), (b) — Unnecessary portions to be stmek out. 
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{iv) If it appears at any stage of the proceedings that no income 
has escaped assessment or been assessed at too low a rate, the In- 
come-tax Officer must promptly stop the proceedings. It is not 
intended that when a man has concealed part of his income and 
the Income-tax Officer is proceeding to assess the income that has 
escaped taxation, the assessee should be entitled to have an asse.ss- 
ment that has already become final re-opened. Still less is it 
intended that the Income-tax Officer should be invested with wide 
powers of revision oi reviev merely because he has formed a mis- 
taken impression that certain income has escaped assessment or 
been assessed at too low a rate. His powers under section 34 can 
never be used, therefore, to effect a reduction of tax already levied. 

(v) When income that escaped assessment or was assessed at too 
low a rate is subsequently assessed or fullj'^ assessed, the proviso 
to section 34 makes it clear that the rate applicable to such assess- 
ment or re-assessment is the rate in force at the time when the 
income should originally have been so assessed. 

(vi) As regards appeal against an assessment under section 34 
please see last sub-paragraph of paragraph 102. 

106. Rectification of mistakes in assessments. (Section 35 ). — 
The power conferred upon the Commissioner or Assistant Commis- 
sioner of Income-tax or the Income-tax Officer by section 35 to 
rectify a mistake, whether on his own motion or on the application 
of an assessee, is confined to the rectification of mistakes patent 
from the facts or documents which were before him W’hen he passed 
his revisional. appellate or original assessment order, as the case 
may be. This section does not confer on the Officers general power 
of review or authorise any assessee to introduce any new facts 
in connection with the said assessment. An Income-tax Officer 
should not correct mistakes in cases that have been dealt with by 
the Assistant Commissioner on appeal or the Commissioner of 
Income-tax in revision without a reference to the Assistant Com- 
missioner or the Commissioner of Income-tax as the case may be. 

107. Elimination of pies from assessment. — Section 36 provides 
that in income-tax assessments or refunds fractions of an anna less 
than six pies shall be disregarded, and fractions of an anna equal 
to or exceeding six pies shall be regarded as one anna. This 
provision has been made for the purpose of eliminating fractions 
of an anna from the accounts. 

Income-tax Officers should also b'e instructed not to attempt to 
work out the Income-tax due on fractions of a rupee. Tractions 
of a rupee in income should be entirely disregarded. 

108. Income from properties or securities, etc., held under 
Trust. (Sections 40 and 41.) — (?) Where any “property” (in the 
widest sense, but excluding a business) is held under Trust, the 



253 


[P. 108 

owner of that j)roperty, for the purposes of the Income-tax Act, 
is the beneficiary and the income is the income of the beneficiary. 
The Act does not permit of double taxation in the case of Trusts, 
viz., once in the hands of a trustee and again in the hands of a 
beneficiary. Under these sections, the guardians, trustees, agents. 
Courts of Wards, etc., are required to paj' tax on income, profits 
or gams received by them on behalf of beneficiaries in the same 
manner and to the same amount as the beneficiaries themselves. 

in) The following instructions should be followed in the assess- 
ment of such income : — 

(A) In cases not falling under section W or 11, the Trustee 
is merely to be regarded as an Agent. Receipt (actual or notional) 
of the income by him, or accrual of the income to him, is equivalent 
to receipt by or accrual to the beneficiary, Whether the income 
be distributed or allowed to accumulate, the beneficiary is to be 
assessed in respect of it. There is no provision for taxing the 
Trustee in respeot of it. The beneficiary may, of course, apply 
for any refund that may be due. The Trustee cannot do so. 

(B) In cases falling under section 40 or 41, the position is the 
same except that the Act here provides for recovery of the tax 
from the Trustee, (a) Where the Trustee holds the entire property 
in the voidest sense of the beneficiary , the assessment should be 
made on the Trustee, the tax Avill be recovered from him and he 
may apply for refunds. The assessment will be made as though the 
income from the trust property were the total income of the 
Trustee. The assessment will of course be quite distinct from that 
on any other income in respect of which the same person may be 
Trustee and from that on the Trustee’s own indmdual income. 
(5) If the Trustee does not hold the entire property of the 
beneficiary , the assessment on the total income of the beneficiary 
will be made in the name of the beneficiary and the tax in respect 
of so much of the income as is received by the Trustee will be re- 
covered from the. Trustee, who may also apply for any refund due 
in respect of such part of the income, which refund will be 
calculated with reference to the total income of the beneficiary. 
These instructiofis are equally applicable alike (a) where the 
Trustee simply receives dividends, interest on securities or other 
income on behalf of, and pays such income to, the beneficiary, and 
(b) where he receives dividends, interest, or other income on behalf 
of the beneficiary and pays a fixed sum out of the income to the 
beneficiary. If the balance of such income accumulates for the 
benefit of the beneficiary’-, it is to be regarded as his income of the 
year in which it accrues or arises to or is received by the assessee. 

iiii) As regards the question as to who should apply for refunds 
in respect of interest on securities belonging to estates vested in the 
Administrator General or Official Trustee see paragraph 116 below. 
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109. Income from business conducted by Trustees. — (i) Wlie^e 
a business is conducted b\j a Trustee or Trustees on behalf of bene- 
ficiaries, the assessment is to be made on the Trustee or Trustees 
conducting such business, 'odiether section 40 or 41 is applicable 
or not. If there are Trustees, thej'^ should be treated as an associa- 
tion of indiyiduals [see judgment of the High Court, Lahore, in 
Hotz Trustees versus Commissioner of Income-tax, Punjab, Eefer- 
ence No. 8 of 1930 (V. Srinivasan Tax Cases, page 8)]. The tax 
will be assessed on and recovered from the Trustee. In the hands- 
of the beneficiary or beneficiaries, the income of a business thus 
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it is liable to be so subjected. Similarly where rue 
of a trust is from sources other than business and the trustees are- 
assessed to income-tax and super-tax on the total income of the- 
trust, super-tax should not be levied a second time on what a b'ene- 
ficiary might get from that income as his share. 


(m) The above principles will apply even to cases in which there- 
is a single trustee to execute the trust concerned. 


110. Non-residents . Income other than from business . — ^Under 
section 4 (1) tax is payable in respect of all income, profits or gains- 
accruing or arising in British India or deemed under the provi- 
sions of the Act to accrue or arise or to be received in British India, 
whether the recipient resides in British India or not. There is- 
little difficulty regarding income arising in British India and 
receivable by non-residents under the heads “salaries,” “interest 
on securities,” “property,” “professional earnings,” or “other 
sources.” In cases of income from “interest on securities” and’ 
“salaries” income-tax is deducted at the source, and in the case- 
of income under the other heads a non-resident is usually repre- 
sented by an agent [section 42 (I)]. No difficulty has been- 

experienced in determining whether income under any of those 
heads is taxable. 


111. Non-residents. Income arising from business inNndiai — 
(?) There is no precise definition in the Act which can be used as a 
test for determining in every particular instance whether a non- 
resident is or is not carrying on business in British India and how 
the amount of taxable profits is to be arrived at. Section 42 of 
the Act contains special provisions regarding non-residents, and 
rules 33 to 35 prescribe the manner in which and the procedure by 
which the income, profits and gains may be arrived at in the case- 
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of non-residents. Instances are given below of the method to be 
adopted in dealing with typical cases : 

(a) Indian branches of non-resident firms are liable to assess- 
ment under the Act. In c^’der to secure an accurate assessment 
in such cases, sections 22 (4) and 37 enable an Income-tax Officer 
to require the production of the balance sheet and profit and loss 
account of the firm as a whole in addition to that of the Indian 
branch, and also to require the submission of a detailed statement 
of all the profits credited to the personal account ct the head 
office on account of transactions carried out on its behalf. In 
some instances, however, the form adopted for the accounts and 
balance sheets of the head office or the Indian branch does not 
enable the share of profits properly due to the Indian branch to 
be accurateh' gauged, while there are certain firms which keep 
no accounts at all either at their head office abroad or at their 
branch offices in India. Rule 33 gives Income-tax Officers wfide 
powers to determine how the profits of Ihe Indian branch shall 
in these circumstances be calculated and enables them to fix as the 
income of the Indian branch for assessment purposes either a 
percentage of the tui’ii-over of the business done by the branch 
or, where this procedure proves unsuitable, an amount ■which bears 
the same proportion to the total profits of the business as the 
Indian receipts bear to the total receipts of the business, or, where 
neither of the above methods proves suitable, any other more 
reliable method of calculation. In the case of shipping companies 
in paiticular the most suitable method of assessing the Indian 
branch is usually to calculate tax on the same proportion of the 
total profits of the company as the Indian receipts of the company 
(meaning thereby the sums received either in India or elsewhere 
on account of goods shipped or passengers carried from India) 
bear to its total receipts. In the special case of the Indffin 
branches of non-resident insurance companies (life, marine, fire, 
accident, burglary, fidelity guarantee, etc.), it will probably be 
found both feasible and equitable to adopt the provisions of rule 
35 and assess these branches on the proportion of the total profits 
of the companies corresponding to the proportion which their 
Indian premium income bear .5 to their total premium income. 

ih) Indian firms allied to non-resident firms of tvhie.h they are 
not iechnicany either branches or agencies often 'succeeded in the 
past in escaping their proper taxation by a manipulation of 
acco^mts with the parent non-resident companies. To cite an 
example, a foreign firm dealing in aniline dyes w’as registered as 
a separate limited liability company in India with a capital of 
Rs. ‘20,000. The shares were never placed on the market in India, 
but, with the exception of small lioldings by manager.^ in India, 
were al] held abroad. The registered capital was nominal in 
comparison with the value of the stock-in-trade and the parent 
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company abroad sold to the subsidiary Indian Company at a price 
leaving a margin just sufficient to cover the expenses of the subsi- 
diary company, or causing an actual loss to be shown. Section 
42 (^) of the Act is designed to prevent a subsidiary Indian firm 
or company from benefiting by such a manipulation, and enables 
-an Income-tax Officer to assess it on the profits which may rea- 
sonably be deemed to have been derived from its Indian business, 
while, where any difficult} is experienced in arriving at a basis 
for assessment, assessment on a percentage of turn-over, or other 
suitable method can be adopted under rule 34. It is to be noted 
that the provisions of section 42 (^) are not applicable where the 
parent non-resident firm or company is constituted within the 
British Empire and that the liability to assessment is placed on the 
subsidiary Indian firm as a principal and not as an agent. 

(c) Indian agents of non-resident firms of lohich they are not 
technically either branches or subsidiary firms are liable for the pay- 
ment on account of their principals, of the tax on their principals’ 
Indian profits under the provisions of sections 42 (I) and 43 of the 
Act. It w'ill be observed that these provisions permit the lefy 
of the tax on a non-resident's business not only where he has estab- 
lished a regular agency in India but also where he conducts his 
business regularly through a particular agent or casually through 
various agents. In this case it is not necessary that anything of 
the nature of a regular agency should exisi in order to make the 
profits of a non-resident chargeable in the name of an agent. 
'They are so chargeable even wdien the only connection between the 
non-resident and the person acting as his agent is that that person 
is ordinarily and regularly employed as an agent by the non- 
resident. The Government of India do not, however, desire that 
in practice the liability to assessment should be enforced except 
where something definitely of the nature of an agency exists and 
in particular no attempt should be made to tax the profits of a 
consignment business pure and simple, merely because the non- 
resident consignor habitually uses a particular resident as his agent. 

In all cases it will be a question of fact whether the connection 
between the non-resident and the resident is such that ap agency 
can be held to exist. “Agency” for the purposes of this section 
should be interpreted to mean a regidar, not casual, agent and one 
whose relation to the non-resident principal is such that the prin- 
cipal may reasonably be held to be trading “in the country” and 
not merely “with the country”. If, for example, there is no 
privity of contract between a foreign principal and a resident who 
purchases the foreign principal’s products through another resident 
or if the resident vendor has to bear any bad debts arising out of 
such transactions, the resident vendor is not to be' treated as the 
agent of the non-resident. Even if a non-resident 'does not bear 
bad debts, he will he .considered to be trading in the country (if 



^7 


[P. Ill 


there ts privity of contract) if the agent receives a del credere com- 
mission, i.e., an additional commission in consideration of 
•guaranteeing the non-resident against bad debts, or if the rate of 
commission is so unusually high as evidently to be intended to 
include a del credere commission though none is specifically 
■mentioned. It is doubtful whether it is practicable to formulate 
for the guidance of Income-tax Officers any more definite principles 
ifhan those stated above; but the following examples may serve to 
indicate the lines on which decisions should be reached ; — 

(a) B, a distiller in Glasgow, has agreed to sell to no one in 
India except A, his Agent, provided that A gives B 
all or an agreed proportion of his trade. A purchases 
from B and sells to the trade at his own rates, and all 
bad debts are A’s. No attempt should be made to tax 
B on his profits. His position, in spite of his supple- 
mentary agreement with A., is merely that of a seller 
to an Indian consignee who takes the risks or profits of 
the^ trade in India. 

'\b) A, an Indian resident and a large supplier of mill stores, 
has a monopoly for the sale in India of the belting of 
a non-resident B, A is paid commission by B on all 
orders he sends either for his own stock or risk or in 
execution of orders obtained. He does not confine his 
purchases of belting to B. He stands all loss from bad 
debts and fixes the prices to be asked for the goods. 
Here again the position of B is merely that of a seller 
to an Indian consignee, end no attempt should be made 
to tax B’s profits. 

■(c) A is the Indian agent for hardware and sundries of B, a 
British manufacturer., A receives salary and commis- 
sion from B and bad debts fall on B. Here there is a 
regular agencj and B’s Indian profits should be taxed 
through A. 

(d) A is the Indian agent for B, a firm in an Indian State, 
who consigns goods for sale in Bombay and China 
through A. The business is purely a consignment 
business and B’s profits on his Indian trade sliouid not 
be taxed. ) 

In all these cases A’s remuneration or profits as agent are liable 
to the tax. 

(d) Casual agents for non-resident firms to whom goods are from 
time to time consigned have been dealt with in (3) above and no 
attempt skoifid be made to tax the profits of a non-resident through 
the agent on this class bf business. 

a 2 
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(e) As regards taxation of interest on money lent by a non- 
resident to a resident in British India, it has been held by the 
Privy Council in the case of the Bombay Trust Corporation as agent, 
of the Hongkong Trust Corporation that there can be a business- 
connection within the meaning of sections 42 and 43 of the Act 
between a resident borrowing money from a non-resident and a 
non-resident lending money to a resident, and that the former can 
be treated as the statutory agent of the latter, under section 43 
of the Act. This decision is to be followed wherever it is appli- 
cable. Where, however, a resident takes for a short period, a 
casual and isolated loan from a non-resident with whom he has 
no regular or continuous dealings, it need not be held on the- 
strength of that fact alone that there is a business connection 
within the meaning of the above section and that the resident ie- 
liable as agent on the interest paid to the non-resident. 

Hi) In the Madras High Court Case Ho. 4 of 1921, Chief Com- 
missioner of Income-tax, Madras versus Bhanjee Eamjee & Co., (I, 
Srinivasan Tax Cases, page 147), it has been held that a person 
who is not a resident in British India but to whom income arises- 
or accrues through business connections in British India is asses- 
sable to income-tax under sections 4 and 42 (1) of the Act whether 
he is a British subject or a foreigner and that the provision in the 
latter section that such income .shall be taxable in the name of the- 
agent of any such permn does not mean that it is not chargeable- 
unles« assessed in the name of an agent. B will be clear from 
section 42 (3) that the entire profits of a branch or agency of a- 
foreign firm importing goods in British India are liable to tax 
in British India irrespective of where the profits accrued or arose, 
and whether received in British India or not. -Thus if a foreign 
manufacturer has an agency or branch in British India and sells 
his products through it in British India, he is liable to tax on his 
manufacturing profits as well as on the merchanting profits — while- 
a foreign head office is not allowed to charge a notional commission 
to its branch or agencj'^ in British India on goods exported to the- 
branch or agency and sold by it in British India. 

(Hi) If it is desired to assess a non-resident who has no resident 
agent through whom such assessment can be made, and whose entire 
income also cannot be taxed at source or indirectly, a notice under 
section 22 (S) should be served upon him as earl}’’ as possible in- 
the year by registered post (ack7iowledgment due) allowing plenty 
of time for the return to be made. If he then fails to make a- 
return, or to comply with subsequent notices calling for the- 
production of accounts, etc., (in which also ample time should be 
allowed for compliance), an assessment may be made under section 
23 (4). When serving such notices on a non-resident, be should 
be invited in a covering letter to appoint an agent to represent* 
him for income-tax purposes in India. 
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'(iv) A person whom the Income-tax Officer has decided, after 
-due notice and healing under section 43, to treat as the agent of a 
non-resident, is not entitled to appeal to the Assistant Commis- 
sioner against the Income-tax Officer’s order until an assessment 
has been made. But it is open to such npr^snn to nptitinn tn t.hp 

Page 259 — 

Bor sub-paragraphs (v) to ,(vhi) siihstitute the following : 

(t) Non-residents whosA'income arises in more than one proviime, 
and who are assessed direct and not through statutory agents ^der 
section 43 of the Act, wiU be assessed by the Income-ta^ 
Non-residents Refund Circle, Bombay, who will also deal with 
- . • . - for relief, whether under section 48 or under 

• anV'Noti- 


?re. 


as stated abA’t. 

(viii; Sqe also paragraph 115 as to the time within which arrears 
•of tax due from a non-resident mav'be recovered. . 


112. Depreciation in assessing shipping companies. — (i) The 
'following instructions should be follow^ed in regard to the treatment 
•of depreciation in assessing shipping companies the whole of W'hose 
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profits or gains neither accrue nor arise nor ajre received in> 
India : — 

{.a) If a company furnishes annual accounts for the whole of its 
business, Indian and foreign, the second method provided by Buie- 
33 should be applied. Depreciation has only to be considered, in 
calculating the world-profits. These are to be calculated accord- 
ing to the Indian Income-tax Act. Profits calculated according to. 
the United Kingdom Act will, therefore require certain adjust- 
ments. Deductions permitted in the United Kingdom but not 
permitted m India will have to be added back and deductions 
permissible in India but not permissible in the United Kingdom 
will have to be allowed. If any company however prefers to claim 
the depreciation allowed by the United Kingdom Income-taxv 
authorities, the Commissioners of Income-tax ma3^ adopt that figure. 
Otherwise depreciation will have to be calculated according to’ the 
Indian niles. What follows applies to the calculation of depre- 
ciation according to tlie Indian rules. Kor this purpose, a com- 
plete depreciation record has to be maintained for the entire fleet, 
Depreciation begins to run from the first year in which the Com- 
pany is "assessed” in India, that is, the first j’^ear in which its 
profits (or loss) were determined for the purpose of deciding 
whether it was liable to Indian Income-tax. Unabsorbed depre- 
ciation, i.e., any balance of depreciation which cannot be allowed 
in any year owing to the profits not sufficing to cover the full' 
ctmount permissible undei the Indian rules will be carried forward 
cind allowed as far as possible in calculating the world-proflts- 
ttccording to the Indian method in the following year and if neces- 
sarjr in subsequent j^ears. 

\o) The proportion Indian receipts/ Total receipts is applied t® 
tlie world-profits calculated according to the Indian method Uf there 
lire any such profits) and the result, is the Indian income liable to- 
tax. No further deduction is permissible from the amount thus 
arrived at on account of depreciation (unabsorbed or otherwise) or 
anything else. The due proportion of all allow^ances permissible 
is automatically set off against the Indian profits by the above 
method. 

ic) This mettiod is equally applicable whether a Company worlrs 
out the profits tor each voyage or follows any other method of' 
accounting provided that it prepares complete annual accounts tor- 
the tcliole business, Indian and foreign, and furnishes the accounts 
oi gross receipts, Indian and foreign. 

[(t) [Some Imes do not furnish complete annual accounts for their 
world business. They keep separate complete annual accounts for 
their Indian trade — that is, for all "round voyages” to and from. 
Indian ports. The proper course is then to apply the method just' 
described treating the profits of the Indian trade and the grosS' 
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receipts of the Indian trade as though they were the “world- 
prohts” and the “world receipts” respectively. In fact ths- 
business other than the Indian trade is ignored. 

(ii) A difficulty sometimes arises in such cases owing to the fact 
that the ships employed in the Indian trade are constantly being 
changed. Unless United Ivingdom depreciation is accepted as 
indicated above a depreciation record will have to be kept for 
ever}' ship employed at any time in the Indian trade. Deprecia- 
tion must be allowed on each ship employed in the Indian trade in 
a given year and the allowance must be a proportion of the annual 
rate calculated with reference to the number of days spent in the 
Indian trade whether at sea or in harbour. Any unabsorbed dep- 
reciation in any year must be distributed among the ships in the 
Indian trade in that 3'ear in proportion to the capital cost of each, 
and the unabsorbed depreciation thus allotted to any ship can only 
be allowed in any subsequent year against the same ship. 

The allowance should cease : — 

(а) on ships included in the fleet in the first year in which' 
the Company becomes liable to assessment in India 
(irrespective of whether it was actually found to have- 
a taxable income in that year or not), after the twen- 
tieth year beginning with that year ; 

(б) on ships subsequently added to the Company’s fleet, after 
they have been borne on the fleet for 20 years. 

iiii) In both cases the period may be extended proportionate!}’, 
where the United Kingdom depreciation is allowed in calculating 
the “profits of the Indian trade” which take the place as already 
explained of the “world-profits”. 

iiv) Obsolescence cannot be allowed in these cases. 

1.13. British Shipping Companies — Assessment of. — (i) When as- 
sesssing British Shipping Companies, the Income-tax Officers should 
accept a certificate granted by the Chief Inspector of Taxes in the 
United Kingdom stating (1) the ratio of the profits of any 
accounting period as computed for the purposes of the United King- 
dom income-tax computed without making any allowance for wear 
and tear to the gross earnings of the Company’s whole fleet and 
the ratio of the United Kingdom allowance for wear and tear to 
the gross earnings of the whole fleet, or (2) the fact that there 
were no such profits. The expression ‘gi’oss earnings of the Com- 
pany’s whole fleet’ means the total receipts of the Shipping Com- 
pany, excepting only receipts from non-trading sources, such as 
income from investments. “The following instructions should be 
observed where British Shipping Companies correspond direct with- 
I noome-tax Officers and not through an Agent in British India ; — 

.1. Where a British Shipping Company which corresponds- 
direct with an Income-tax Officer, is unable to furnish 



P. 113-114J 


262 


Sts return of income by the prescribed date, it 'will obtain 
•an extension of time from the Income-tax Officer ; but 
every effort sliould be made to file the return as early as 
possible. 

■'2. The Income-tax Officer will make the assessment as soon 
as possible after receiving the return and in any case 
within one mont.h. 

3. The notice of demand will be issued on the shipping com- 

pany’s agent in accordance with the provisions of the 
Income-tax Act and a copy of the assessment order will 
be sent to the compa'Uy direct. The company will 
airange with its agent for the despatch to it of the 
notice of demand. 

4. Provided that the notice of demand can be issued on or 

before January loth, the period allowed for payment 
will be sixty days. If the demand is made after 
January Inth the period will be sb.oiter. 

5. For the purpose of sub-section (2) of section 30 of the 

Indian Income-tax Act, 1922, the Assistant Commis- 
sioner will regal’d it as a proper extension of time to 
allow tlie shipping company to file an appeal up to the 
'd<ite on which a replv could be received from England 
if that reply were despotch-ed by the mail in the week 
following that in which the notice of demand and the 
copy of the assessment order reached, or could be 
presumed to have reached, the company. 

6. The demand must be met within due date unless the 

Income-tax Officer agrees to give the agent further time 
for payment. But in any case the demand must be paid 
before the end of the financial year. If a demand has 
been paid before the decision of an appeal where one 
has been filed and the appeal results in a reduction of 
the assessment, a refund will promptly be granted in 
the ordinary course. 

114. Occasional shipping. — (Tramp steamers, etc.). — (i) Only 
one person can be taxed under Chapter Y-A in respect of a particular 
ship taking up ]>assengers, hve-stock or goods at ports in British 
India, and that person is the “principal” within the meaning of 
section 44-A. Such principal may be either the owner or the 
charterer of the ship. It will be a question of fact in each case 
in which the ship has been chartered by the owner to another person 
whether the owner or the charterer is tlie principal. 

(ii) Chapter V-A is only appreciable where the principal : — (3) 
carries on business in Britis-h India as the owner or charterer of 
•a ship, (2) does not reside in British India, and (3) does not employ 
•an agent from whom tlie tax would he recoverable under section 
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•42. ^\niere there is no charterer the owner will be the principal. 
Wliere there is a charterer it will be a question of fact whether 
he or the owner is the principal. The business of which the profits / 
■are to be calculated and assessed for income-tax under Chapter V-A 
is the business of carrying passengers, live-stock or goods shi^iped 
.-at ports in British India, and the person to be taxed is the person 
(refened to in Chapter Y-A as the ‘principal’) who carries on that 
business, but does not reside in British India, and does not employ 
;an 3 ^ agent from whom the tax would be recoverable under section 
42. 'file criterion to be applied is, “who is the person to whom 
••or on whose behalf money is paid or payable on account of carriage 
of passengers, live-stock or goods from a port in British India?” 

{in) Generally speaking, where there is wdiat is known as a ‘Time 
'Charter,’ under which the owners may be said to let the ship out 
to the charterer for a fixed sum for a certain period, during which 
the owners retain no further control over the vessel or her move- 
ments, the owners cannot be held to be carrying on business in 
British India, or even to have a ‘business connection’ in British 
India, and are therefore not liable to Indian income-tax either 
under Chapter Y-A or under section 42. 

(iv) Where, however, the ship has been chartered under what is 
inou n as a ‘Yoyage’ or 'Trip' Charter the position is different. 
Under this kind of Charter party, the charterers are practically in 
the position of brokers, who guarantee to secure a certain quantity 
of cargo for the owners at certain rates of freight. If the full 
amount of freight cannot be secured, the charterers are liable to 
make good the deficiency. Any such deficiency is to be paid by the 
charterers to the Master, on behalf of the owners, in cash, minus 
•a certain percentage, at the time and place of loading in India. 
Similarly, if freight is secured in excess of that stipulated, the 
Mastec of the ship is to jDay such excess to the Charterers, at the 
time and place of loading, by demand draft on the owners on 
London. The Bills of Lading are signed by the Master on behalf 
of the owners ; and the cargo as soon as shipped is therefore in the 
constructive possession of the owners ; and at their risk. The ship 
is usually consigned to the Charterers or their agents, who look 
after its interests when in port, and for doing so are paid a com- 
mission by the owners. The owners also paj- brokerage. In such 
a case, the owners are carrying on business in British India through 
'their agent, the Maste)', who receives cargo on their behalf, and 
receives and makes payments on their account in British India, 
and tlms the owners having no regular or permanent agent in 
British India are liable to tax under Chapter V-A on the profits 
•of the business conducted by the Master on their behalf. 

(v) If a ship has arrived in a British Indian port, either on 
owner’s account or under a charter and the non-resident owner, or 


P. 114-115] 


264 


the non-resident charterer, causes the ship to be chartered, or trans- 
fers the existing charter, or effects a sub-charter of the vessel, as the 
case may be, such a transaction, though it does constitute the 
carrying on of business in British India by the non-resident, does- 
not of itself amount to carrying on business within British India as- 
the owner or charterer of a ship within the meaning of Chapter VA, 
But if the ship is loaded in any British Indian port the question 
whether the non-resident owner or the non-resident charterer is- 
assessable to income-tax under Chapter YA must be decided on 
the principles stated above. AVhoevcr of these two persons causes- 
the ship to be loaded with cargo, and is paid the freight for carrying 
such cargo, is the person who carries on business within the mean- 
ing of section 44-A. 

115 . Method of the recovery of the tax. — (i) The Income-tax. 
Officer is responsible for the recovery of the tax whether the demand- 
represents the tax assessed by himself under section 23 or sub-section 
(4) of section 23- iV. or whether it represents an enhancement made- 
by the Assistant Commissioner on appeal under section 31 or by the 
Commissioner in exercise of his powers of review under section 33. 
Notices of demand under section 29 or under clause {Hi) of sub- 
section (4) of section 23-A in the form prescribed in rule 20 should 
be issued at as early a date as possible after the assessment is made 
under section 20 or sub-section (4) of section 23-A. or when intima- 
tion is received of orders of enhancement from superior authorities 
in order that the tax may be promptly collected. The fact that am 
appeal has been lodged against an assessment should not stop the 
collection although the Income-tax Officer is empowered, under 
section 45, in his discretion to treat an assessee as not being in- 
default until an appeal is disposed of. When the Income-tax 
Officer considers that an appeal is a bond fide appeal, he should in- 
exercise of his discretion under section 45 postpone the collection 
of the disputed portion of the tax, requiring the assessee to pa}' only 
the portion of the tax tliat is not in dispute as the collection thereof 
cannot be delayed. Similarly section 66 (7) of the Act pro-vddes- 
that a reference to the High Court shall in no way stop the collec- 
tion of the tax. 

Hi) Y^hen the tax is not paid within the time prescribed in the 
notice, or, if no such time is prescribed, by the first day of the 
second month following the date of the service of the notice or 
Order, the Income-tax Officer should use the powers conferred upon 
him by sub-sections (7) and (i-.4) of section 46 and impose a penalty 
for the default. A penalty can be imposed under section 46 (I) on 
the person who is responsible for deduction of tax under section 18- 
and who by failing to discharge this responsibility has become liable* 
to be treated as a defaulter under section 18 (7) of the Act. 

(n'O Section 46 (3) and (4) provide for cases where a special whole 
time income-tax staff for the actual collection of the tax is employed? 
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ID any area.. Where such, a staff is employed, the Commissioner 
of Income-tax may confer upon that staff any of the powers for the • 
enforcement of. any. process for the recovery of a municipal tax or 
local rate imposed under any. enactment which is in force in any 
part of the prownce, e.g., the powers of distraint, if the Income- - 
tax Officer is satisfied that the failure to deduct tax was wilful. In 
other areas and, in the areas in which a special staff is employed 
where the powers for the recovery of municipal taxes or local rates- 
have proved insufficient, the Income-tax’ Officer may, under section 
46 (2), forward under his signature a certificate specifying the 
amount of arrears due from an assessee to the Collector of the- 
district and the Collector of the district cn receipt of such a certi- 
ficate must proceed to recover the amount specified in the certificate- 
as if it were an'arrear of land revenue. The Collector has, with- 
out prejudice to an}’’ other po’wer he may have, the power to attach- 
and sell a debt due to a defaulter to recover the arrears. 

{iv) Where the defaulter is a salaried person the Income-tax Olli- • 
cer may, under the provisions of section 46 (5), require the person- 
paying '"salary” to such assessee to deduct from any subsequent 
payments of “salar}'” an}' arrears of’ tax due from such assessee- 
wliether those airears are due on account of tax on 'salary' or on-, 
income from any other sources or on account of any penalty. 

{v). The necessity for prompt collection of the tax should be im- 
pressed upon Income-tax Officers since not only is delay in the- 
collection of this tax likely to result in loss of revenue for other 
reasons, but, under the provisions of sections 46 (7), no proceeding.s 
for recovery can be commenced after the expiration of one year 
from the last day of the year in which the demand is made, with 
the exception of the special case referred to in sub-section (1) of' 
section 42. That sub-section refOrs specially to arrears of tax due 
from a non-resident. For the collection of such arrears no time- 
limit, is prescribed’ as such arrears may be recovered from any 
assets of the non-resident which may at any time come within 
British India. 

(viy The phrase ‘ ‘proceedings for the recovery of any sum pay- 
able under this Act” should be interpreted as relating to proceedings 
taken under section 46.' The issue of a notice of demand is not a. 
proceeding for the purpose of this section. 

(vtt) The above remarks regarding recovery of tax apply also,, 
under the provisions of section 47 to the recovery of any penalty 
imposed under section 25 (2), section 28 or sub-section (I) and (1-A)' 
of section 46'. 

116. Refunds of ' Income-tax. (Section 48 ). — (i) Eeunds are- 
necessitated o'vfing to the system of taxation at the source, which’ 
occurs in the case of the tax on companies and on registered firms 
[section 48 (’Z)’ and ■ (S)j, and : of deduction at the, source,- which'., 
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occurs in the case of “interest on securities’’ and “salaries” [sec- 
tion 48 (3)]. In both these cases the rate of tax if any appropriate 
to the “total income” of the recipient (the shareholder, partner, 
security-holder or salaried person) is not known at the time that the 
tax is assessed or deducted. As stated in paragraph 78, in order 
to simplify the procedure in connection with refunds section 18 (9) 
makes it obligatory upon the person deducting income-tax from 
“interest on securities” to issue to all security-holders a certificate 
specifying the amount of the tax deducted from the interest and 
the rate at which it has been deducted ; and .similarly section 20 
(see paragraph 82) requires the principal officer of a companj’' dis- 
tributing dividends to issue to shareholders a certificate stating that 
the company has paid or will pay income-tax on the profits that 
are being distributed. These certificates (or in the case mentioned 
in paragraph 81, a certificate by ’a bank) must ordinarily be 
accepted b_y Income-tax Officers as conclusive proof that tax has 
been paid. 

(u) Prior to the passing of the Indian Income-tax (Second 
Amenment) Act , 1933 , a refund was permitted only where there was 
a difference between the rate at which an assessee had tax deducted 
at source from hn dividends, salaries, interest on securities or share 
of the profits of a registered firm and the rate applicable to his 
total income from all sources. The result was that where an 
assessee had income from one of these .sources only, he could not 
claim a refund of tax deducted at source even if his income was 
below the minimum taxable limit because there w'as no rate 
applicable to his total income. The Act as now amended allows 
a refund both where there is a difference in rate and when there is 
no liability at all to tax. 

(m) Wliere interest on securities is paid to estates vested in the 
Administrator General or the Official Trustee and where the bene- 
ficiaries and then shares are known, the beneficiaries are to apply 
for refund under section 48 (3 ) ; but where the beneficiaries and 
the share of each in the estate are not known , the estate as a whole 
should be regarded as a separate unit and the Administrator Gen- 
eral or the Official Trustee, in whom it is vested should be regarded 
as the “owner of the securities” for the time being for the pur- 
po,se.s of section 48 (3) and he may apjily for such refunds. Though 
a minor, who has been admitted to the benefits of a partnership, 
cannot have the status of a member of a registered firm, section 
48 (3). specifically provides for refund due to him under that sub- 
section in respect of his share of the profits of a registered firm. 

(iv) The powers of an Income-tax Officer in respect of refunds 
can be exercised by any other authority appointed by the Governor 
General in Council in this behalf under section 48. 

(v) For the reason given in paragraph 82, the Income-tax Officer, 
for purposes of refund in the case of dividends, has to assume that 

'the dividends mentioned in the certificate were taxed at the maxi- 

'mum rate current on the date when the dividends were declared. In 
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the case both of dividends and of interest on securities, the 
deducted has to be added to the “net” dividend or interest paid for 
the j)nrpose of calculating both the '“total income” of the appli- 
cant and the amount of refund due [see paragraph 74 and section i 
48 (1)]. 

(vi) A company, a substantial portion of whose income is known 
to be derived from tax-free securities, should be required to certify, 
as the statutory form prescribed in Eule 14 provides, what per- 
centage of its income in a given year has actually paid tax or is- 
liable to pay tax ; and if a shareholder receives a dividend from a 
company that derives a substantial portion of its income from 
tax-free securities, the shareholder should only be allowed a. 

/ refund under section 48 in respect of a portion of his dividend . 
corresponding to the proportion of the company’s income that is- 
subject to tax. 

(vn) When the amount distributed by a Company as dividends 
exceeds the. total income, profits or gains as calculated for income- 
tax purposes of the Company in the year in question, taxed and' 
untaxed, wliich includes cases where there is no income, profits oi' 
gains, or a loss (for example where net receipts from non-tax free 
sources are Aviped out or exceeded by the depreciation allowance) 
the refunds to shareholders .=hould be calculated with reference to* 
the proportion borne by the tax-free income to the total amount 
distributed less the tax-free income. 

(viii) Application for refund under the proAusions of the rule 39' 
should in cases where the applicant is resident in British India, be- 
made to the Income-tax Officer of the district in which the applicant 
is chargeable directly to income-tax or, where he is not chargeable • 
directly to income-tax, to the Income-tax Officer of the disti’ict in 
which he ordinarily resides and such Income-tax Officers are re- 
quired to giA'e the refunds. In cases where the applicant is resi- 
dent outside British India, the application should be made to the 
Income-tax Officer, Non-Eesidents Eefunds Circle, Bombay. The- 
Income-tax Officer aaIII, however, allow a claimant Avho resides in 
an Indian State, the option of receh'ing payment gf the refund 
through the Political Officer in that State, that is to say, the- 
refund A'oucher that will be issued bA^^ the Income-tax Officer will 
be made payable, if the person apptying for the refund so desire, 
at the Political Treasury of the Government of India in the parti- 
cular Indian State, or if there is no treasury under the control of' 
the Political Officer, at the prescribed British Indian Treasury. 

C.r! The necessity for refunds of tax on Government securities 
can be avoided, by the procedure laid down in paragraph 78, in the 
case of persons who are either not liable to the tax or who haAm a- 
taxable income which is sufficiently stable to justify the Income- 
tax Officer ip assuming that the rate applicable to the total income- 
is not likely to move from one grade to another. .Again, as has- 
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been pointed out in preceding paragraphs, the necessity for a 
refund can also be avoided in the case of persons who have income 
which has not been taxed, or, from which income-tax has not been 
deducted, at the source, since such persons can claim a set-off 
asfainsi the tax due on that other income. 

(®) In cases where a cash. refund is. necessary, the procedmre laid 
.^down in rules 36 to 39 should facihtate the granting of refunds. 
The application must be made in the form jDreseribed in rule 36 
by persons resident in British India and in that prescribed in rule 
36-A by Iversons not resident in British India and verified in the 
manner laid down in those rules and must, under rule 37 or 37-A, 
be accompanied by a return of the “total income’’ in the form 
prescribed in rule 19 unless such a return has previously been made 
or that prescribed in rule 37-A as the case mB,y be. A false state- 
ment in such a return or in such a verification is punishable under 
the provisions of section 182 of tlie Indian Penal Code, which are 
-set out in paragraph 87 above. The application must also, where 
necessary, be accompanied by the certificates mentioned in section 
18 (9) or section 20. The applications, under rule 40, need not be 
presented in person, but may be sent by post or by an authorised 
.agent. 

(xi) Where the applicants reside in India, instead of issuing a 
refund order payable at a treasury or a branch of the Imperial 
Bank of India, the amount of refund due may be remitted by 
money order if the Income-tax Officer concerned is satisfied that 
•-•this course is more convenient. In that event, the cost of the 
•money order will be borne by Government and should not be 
-deducted from the amount to be refunded. If the applicants reside 
out of India, the amount of refund under section 48 or 49 of the 
Act ■will be remittted to them bank draft or money order at their 
cost unless they appoint agents to receive payment in India. 

{xit) It should be particularly noted that section 48 does not 
-apply to super-tax (see section 58) since super-tax is not deducted 
at the source or taxed at the source with the exception of cases 
-referred in section 18 (3A) , (3B) , (3C) , and {3D) , in which cases 
no claim for any refund can arise. 

(xm) Under sub-sections (4) and (5) of this section refunds to 
-non-residents, who are neither British subjects nor subjects of In- 
-dian States, are not admissible. Eefunds to non-residents, 'who are 
British subjects or subjects of Indian States, are to be made with 
-reference to their entire income both in and outside British India 
which would be liable to Indian income-tax if it accrued or arose or 
was received in Britsh India. The total inco-me thus computed will 
of course, include income from agriculture conducted outside 
'Dritish India. 

(xiv) The onus of proving the claim td refund (and therefore of 
r adducing satisfactory .evidence of his total income) of course lies m 
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ithe claimant, and if iie fails to discharge it his claim should be 
.rejected. It is not necessary, howevea-, for the purpose of such 
-claims to do more than ascertain the grade of tax applicable, or 
to compute the total income exactly. Certificates by Income-tax 
.authorities in the United Kingdom or a Dominion should be accepted 
-as proof of the amount of the total income. Certificates of 
responsible officials in Indian States should also be accepted in 
support of claims presented by subjects of Indian States. 

(xv) The Act and the rules thereunder permit of a refund appli- 
-cation and the accompanying return of total income being signed 
and presented by a duly authorised agent, on behalf of his non- 
.•resident principal. In fact such agents may carry out the enthe 
•transactions in the matter of refunds for their principals. 

(xvt) Sub-sections (4) and (5) of tliis section should be applied, 
•'irrespective of when the income in respect of which a refund is 
-claimed accrued, arose or was received, to all claims under this sec- 
lion presented on or after Ajjril Ist, 19‘28. (They should not be 
apphed to claims presented but not disposed of before 1st April 
1928.) 

117 . General power to grant refunds . — ■(/) Cases do arise 
•v^here tax has been paid by or on behalf of a person with which he 
was not properly chargeable or which was in excess of the amount 
-with which he was properly chargeable, which nevertheless do not 
attract the operation of section 48. Dor instance an assesses 
-dei’iving his income entirely from interest on securities may have 
paid insurance premia for which he can claim a rebate if a formal 
^assessment is made on his income from such interest. But if no 
such assessment is made he cannot under the prqvisions of section 
48 claim it as a refund. Section 48-A is designed to cover such 
cases. "Wliere an assessee satisfies an Income-tax Officer that he 
'has paid tax with which he was not properly chargeable for any 
reason, the latter should allo'w’ a refund of the amount so paid, 
'Similiarly the Assistant Commissioner and the Commissioner in 
-exercise of their appellate powers can grant such refunds. 

(m) As regards the procedure for applying for refunds see para- 
'graph 116. 

(in) As regards appeal against an order an Income-tax Officer 
refusing to grant a refund see paragraph 127. 

118 . Refund in special eases. — (i) Prior to the passing of the 
Indian Income-tax (Second Amendment) Act, 1933, the Act did 
not provide for a refund where through death, incapacity, bank- 
niptcy, liquidation or other cause a person could not receive it 
or claim it. It has now been enacted that xTnder such circum- 
•stances an executor, administrator or other legal representative, or 
•the trustee as the case may be, is entitled to receive such refund 
•or to make such claim' for tihe benefit of such person or his estate. 
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This applies to all kinds of refunds whether under section 48, 48- • 
A or 49. 

Hi) As regards the procedure to be followed in appl 3 dng for re- 
funds, see paragraphs 116 and 117. 

(Hi) As regards the right of appeal against an order of an In- 
come-tax Officer refusing to grant the refund see paragTax)h 127. 

119 . Set-off of refunds against tax due. — ^Where a refund is- 
due to an assessee, the Income-tax Officer, Assistant Commissioner- 
or Commissioner may set off the refund wholly or in part against any 
tax payable by the assessee. This is convenient both to the- 
assessee and to the Income-tax dej)artment. 

120 . Relief from double income tax of incomes taxed in British 
India and the United Kingdom. (Section 49). — (i) At a conference 
between the representatives of the Home Government and of the- 
Dominions and of India an agreement was arrived at to (he follow'- 
ing effect : That in resjpect of income taxed both in the United. 
Kingdom and m India there should be deducted from the appro- 
[iriate rate of the United Kingdom income-tax (including super- 
tax), the whole of the rate of the Indian income-tax (including 
.super-taxC charged in respect of the same income, subject 
to the limitation that in no case should the maximum 
rate of relief given by the United Kingdom exceed one-half of the 
rate of the United Kingdom income-tax (including sux^er-tax) to- 
which the individual tax-jiayer might be liable and that any 
further relief necessary in order to confer on the tax-x^aj'er relief 
amounting to the lower of the two taxes (United Kingdom and 
Indian) should be given by India. Tliat is to say, the arrange- 
ment is that where income is liable to taxation both in the United 

-Kingdom and in India, it .should pay only at the highest rate leri- 
al)le in either country. These x^roposals have been aceexffed by ihe- 
Government of the United Kingdom and are embodied in section 
27 of the Finance Act of 1920. A copy of that section is given 
below : 

if- ^ • 

27. (/) If any person \viio has paid, by deduction or otherwise, or is liable 
to pay. United Kinf^doin income-tax for any year of assessment on any part 
of his income proves to the satisfaction of the Special Commissioners that li& 
has paid Dominion income-tax for tliat year in respect of the same part of 
his income, he shall be entitled to relief from United Kingdom income-tax 
paid or payable by him on that part of bis income at a rate thereon to be 
determined as follows : — 

/(?) if the Dominion rate of tax does not exceed one-half of the appro* 
priate rate of United Kingdom tax, the rate at which relief is 
to be given shall be Dominion rate of tax ; 

in any other case the rate at which relief is fo he given shall be one* 
half of the appropriate rate of the United Kingdom tax. 

For the purpose of this section, the expression ''the appropriate rate of 
United Kingdom tax’* means the rate at which the claimant for the year to 
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-which the claim relates has borne or is liable to bear United Kingdom income- 
tax and where the claimant is liable to United Kingdom super- tax the ex- 
pression ‘‘the appropriate rate of United Kingdom tax*’ means a rate equal 
to the sum of the rates at which he has borne or is liable to bear United 
Kingdom income-tax and super-taS, respectively, for that year. 

(2) Where a person has not established his claim to relief under this 
section for any year of assessment before the hrst day of January in that 
year, the relief shall be granted by way of repajunent of tax. 

(3) Where by reason of the allowance of relief under this section the rate 
of United Kingdom income tax deducted from or paid in respect of any part 
of the income of any individual is less than the standard rate,^ and the rate- 
of the relief so allowed is greater than the rate appropriate to the case of 
that individual, such an adjustment sluill be made in allowing to that indivi- 
dual any relief to which he may be entitled under the provisions of this part 
of this Act relating to the rate of tax on the first two hundred and twenty- 
five pounds of taxable income as may be necessary to secure that the amount 
of United Kingdom income-tax finally paid or borne by him shall be equal 
to the amount which would have been paid or borne if the relief under this 
section had in the first instance been given at the rate appropriate to his 
case, 

(4) Notwithstanding anything in the Eules applicable to Case IV or Case 
V of Schedule D or in any other provision of the Income-tax Acts, no deduc- 
tion shall be made on account of the payment of Dominion income-tax in 
estimating income for the purposes of united Kingdom income-tax^ and 
where income-tax has been paid or is payable in any Dominion either on 
the income out of which income subject to United Kingdom income-tax arises 
or is received, or as a direct charge in respect of that income, the income 
so subject to United Kingdom iiicome-tax shall be deemed to be income 
arising or received after deduction of Dominion income-tax and an addition 
shall, in estimating income for the purposes of the Uni tod Kingdom income- 
tax, be made to that income of the proportionate part of the income-tax paid 
or payable in the Dominion in respect of the income out of vVhich that income- 
arises or is received together with the full amount of any Dominion income-tax 
directly charged or chargeable in the Dominion in respect of that income : 

Provided thatr— 

(c) where any income arising or received as aforesaid consists of 
dividends which are entrusted to any person in the United 
Kingdom for payment and the Special Commissioners are sat s- 
fied that the person so entrusted is not in a position to ascertain 
the amount, if the addition to be made under this sub-section 
the assessment and charge may be made on the amount of the 
dividends as received by the person so entrusted, but in any 

such case the amount of the addition shall be chargeable on t‘’e 
recipient of dividends under Case VI of Schedule Dj and 

(h) where under the laws in force in any Dominion no provision is 
made for the allowance of relief from Dominion income-tax in 
respect of the payment of United Kingdom income-tax, then in 
assessing or. charging income-tax in the United Kingdom in 
respect of income assessed or charged to income-tax in that 
Dominion deduction shall be allowed in estimating income for 

the purpose of United Kingdom income-tax of an "^amount equal 
to the difference between the amount of the Dominion income-tax 
paid or payable in respect of the income and the total amount 
of the relief granted from the United Kingdom income-tax in 
respect of the Dominion income-tax for the period on the income" 
of which the assessment or charge to United Kingdom Income-tax 
is computed. 

Tn ^ this^ sub-section the expression dividends includes anv fntere.st. 
annuities, dividends, shares of annuities, pensions, or other nrmunf payments 
or sums 'in respect of which tax is charged under the Eules appli^ble to 

S ' 
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)Schedule C or under Kule VII of the Miscellaneous Kules applicable to 
Schedule D. 

(d) Where under Rule 20 of the General Rules applicable to Schedules A, 
B, C, D, and E, a body of persons is entitled to deduct income-tax from 
any dividends, tax shall not in any case be deducted at a rate exceeding 
the rate of the United Kingdom income-tax as reduced by any relief from 
that tax given under this section in respect of any ijayment of Dominion 
income-tax. 

{6) Where under the law in force in any Dominion provisibtT is made for 
the allowance of relief from Dominion income-tax in respect of the payment 
of United Kingdom income-tax the obligation as to secrecy imposed by the 
Income-tax Acts upon persons employed in relation to Inland Revenue shall 
not prevent the disclosure to the authorised officer of the Government of 
the Dominion of such facts as may be necessary to enable the proper relief 
to be given in cases when relief is claimed both from United Kingdom income- 
tax and from Dominion income-tax. 

(7) The Commissioners of Inland Revenue may from time to time make 
regulations generally for carrying out the provisions of this section, and may, 
in particular by those regulations provide — 

(a) for making such arrangements with the Government of any 
Dominion to which the last preceding sub-section applies as may 
be necessary to enable the appropriate relief to be granted ; 

(^) for prescribing the year which in relation to any Dominion income- 
tax is^ for the purposes of relief under this section, to be taken 
as corresponding to the year of assessment for the purposes of 
United Kingdom income-tax. 

(S) In this section — 

(a) The expression * ‘Dominion” means any British possession^ or any 
territory which is under His Majesty’s protection . or in respect 
of which a mandate is being exercised by the Government of any 
part of His Majesty’s dominions : 

The expressions ‘‘United ' Kingdom income-tax” and “United 
Kingdom super-tax” mean respectively income-tax and super- 
tax chargeable in accordance with the provisions of the Income- 
tax Acts : 

(c) The* expression “Dominion income-tax” means any income-tax or 

super-tax charged under any law in force in any Dominion, if 
that tax appears to the Special Commissioners to correspond 
with United Kingdom income-tax or super tax : 

[d) The expression “Dominion rate of tax” means the rate determined 

by dividing the amount of the Dominion income-tax paid for the 

year by the amount of the Income in respect of which the 

Dominion income-tax is charged for that year, except that where 
the Dominion income-tax is charged on an amount other than 
the ascertained amount of the actual profits the Dominion rat© 

of tax for the purposes of this section shall be determined by 

the Special Commissioners, 

Eor the purposes of this section, the rate of United Kingdom income-tax 
shall be ascertained by dividing by the amount of the taxable income of the 
pomon concerned the amount of tax payable by that person on that income 
before deduction of any relief granted in respect of life assurance premiums 
or any relief granted under the provisions of this section, and the rate of 
United Kingdom super-tax shall be ascertained by dividing the amount of 
iho Buper-tax payable by any person by the amount of that person’s total 
income from all sources as esitmated for super-tax purposes. 

¥ * * * * * * 
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Under that section a person whose income is assessed both in the 
United Kingdom and in India is entitled to claim from the authori- 
ties of the United Kingdom a refund or rebate of the rate levied 
in India up to one-half of the English rate. i 

(it) Section 49 of the Indian Income-tax Act, therefore, provides 
that where any further relief is to be given in order to secure that 
snob n. neTJon shall not pay a higher rate than the highest rate in 
Page m— 

In the 19fch line from the top for " 1933-34 ” substitute “ 1935- 
36 ” and for the table after the 22nd line substitute the following ; — 


English. ! Indian. 


Income. 

1 

Income- 

tax.' 

2 

Super -tax. 

3 

\ 

Effective 

rate 

per rupee. 

4 

Income-tax, 

1 5 

1 

Super-tax. 

6 

Effective 

rate 

per rupee. 

i ^ 

16,000 

'3,375 

\ 

1 » 

3 

7 1/5 

1 

1,458 6 



) 

0 

1 

6 2/3 

- 26,000 

5,625 


0 

3 

7 1/5 

2,888 5 



0 

1 

10 1/6 . 

30,000 

6,750 

183 5 

0 

3 

8 9/2e 

4,192 11 



0 

2 

2 4/6 

46,000 

10,126 

1,375 5 

0 

4 

1 1/15 

6,835 15 

820 

5 

0 

2 

8 2/3 

60,000 

13,500 

3,392 0 

0 

4 

6 1/20 

9,114 9 

2,005 

3 

0 

2 

11 3/6 

76,000 

.16,875 

6,096 0 

0 

4 

10 4/6 

11,393 4 

3,372 

6 

0 

3 

1 4/6 

90,000 

20,260 

9,258 11 

0 

5 

2 14/15 

13,671 14 

4,739 

9 

0 

) 

3 

3 7/24- 

1,06,000 

23,625 

12,558 11 

0 

5 

6 1/6 

16,688 9 j 

6,289 

1 

0 

3 

6 6/6 

1,20,000 

27,000 

16,592 0 

0 

5 

9 3/4 

18,958 6 i 

8,203 

2 

0 

3 

7 9/20- 

1,35,000 

30,375 

20,762 11 

0 

6 

5/7 

21,327 14 

10,117 

3 

0 

I 

3 

8 8/11 

. 1,60,000 

33,750 

25,300 0 

0 

6 

3 3/5 

23,697 16 

12,031 

4 

I ^ 

3 

9 3/4 

2,26,000 

50,626 

48,675 5 

0 

7 

3/4 

1 

35,646 16 

25,247 

5 

0 

4 

3 9/10- 

3,00,000 

67,500 

74,342 0 

0 

7 

6 3/4 

,47,396 14 

42,109 

6 

0 

4 

9 3/10 

4,60,000 

1,01,260 

1,29,342 0 

0 

8 

2 2/5 

71,093 13 1 

( 

88,693 

12 

0 

5 

8 4/26 

6,00,000 

1,35,000 

1 

1,87,092 0 

0 

8 

7 1/15 

94,791 13 

1,51,484 

6 

0 

6 

6 4/6 

Companies 

1 


0 

3 

7 1/5 

1 

i * * 1 

0 

3 10 1/3 


In the 2nd line from the bottom for “ Rs. 25,000 ” substitu 
'‘Rs. 15,000". 


O 
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Page 274 - — 

At the beginning imerl the following words : — 

“ refund or rebate of the whole of the Indian rate to be set 
against. ” 

In the third line from the top for Es. 30,000 ” substitute 
“ Rs. 26,000.” , 

In the sixth line from the top for “ 2 annas 7/12 pies '^ibsHtuie ' 
•“ 1 aima 9 3/5 pies 

In the eighth hne from the top for “ 4 1/6 pies ” substitute 
“ 17/30 pies ”. 

this section proceeds and is basedlipon a comparison ot th'e'ra^e-ui. 
tax in India with the rate of tax in the United Kingdom and not of 
the comparative amounts of tax paid in either country. That is to- 
say, what is compared is the rate of the Indian tax paid by the- 
claimant for the Indian year of assessment corresponding to the 
United Kingdom year of assessment in respect of the part of the- 
claimant’s income liable to United Kingdom tax and not the 
particular amount of such part of his income liable to United King- 
dom income-tax as is charged to Indian income-tax. The rate of 
Indian income-tax paid in respect of the part of the income m 
question having been ascertained, the relief from United Kingdom 
income-tax is granted on that part of the income as charged to 
United Kingdom income-tax for that year of assessment, irrespec- 
tive of the fact that the amount of the United Kingdom assessment 
may be greater or less than the amount of the Indian assessment 
for the corresponding Indian year of assessment or that the amount 
of relief may fall short of or exceed the amount of Indian tax 
actually paid. In other words, under this system of relief no 
enquiry is made in the United Kingdom into any differences of 
basis of computation under the Indian and United Kingdom rules 
of assessment, provided that it is clear that on whatever part 
of the income he claims relief, the claimant has paid (for 
the Indian year of assessment corresponding to the United' 
Kingdom 3 '^ear of assessment for which relief is claimed) Indian 
tax in respect of his income from that source, however, that income 
mav have been computed for the purposes of assessment to the' 
Indian tax : and the procedure in India in determining the balance 
of relief to be given in this country proceeds in exactly the same 
way. 

(iv) This system of relief is one that was deliberately adopted at 
the conference, the principle followed being summarised as follows 
in the report of the United Kingdom Royal Commission, viz. : — 

“That there -will be no interference either by the United Kingdom oi^ by 
Dominion \^dth the basis of assessment adopted by any other part of the- 
Empire, and further that the settlement should be independent of increases- 
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and decreases in rate of tax and alteration in tbe basis of assessment Tivbetber 
in the United Kingdom or in the Dominions. This intention is clearly 
illustrated by tbe following examples which are given in tbe report. 

Exanx'plc 1, — A, a British resident, derives a fluctuating unearned income 
directly from a Dominion whose rate of tax applied to that income is Is. 6d. 
in the £. A has no other income, and his rate of tax in the United Kingdom 
varies according to the amount of his income. The following figures illus- 
trate the position : — 

United Kingdom. Oonoinion- 

1 tot year. 

Tax before relief £i ,000 at' 3s. 9d. £600 at Is. 6d. 

Bqiici £1,000 at Is. 6d. Nil. 


Tax after relief 




£1 ,000 at 2s. Srf. 

£600 at Is, €d. 

2nd year. 

Tax before relief 




£300 at .39. 6d. 

£«00 at 1.9. Od. 

Roliof .... 

- 

• 

- 

£300 at Is. Od. 

Nil. 

Tax alter relief 

, 



£300 at is, 6d* 

£000 nt Is. 6d. 


In this example, although it was the same description of income assessed 
each year, there ^ were wide variations in the amounts assessed in the United 
Kingdom and in ^ the Dominion. This might happen owing to different 
methods of computing taxable profit, and the differences are intentionally, 
exaggerated to illustrate the principles to be followed. 

Exarri'plt — B is a British resident receiving as shareholder an income 
of £900 from a British Company C which derives the whole of its income 
from a Dominion.^ In the first place relief will bo given to the Company C, 
and in order to illustrate how this is done, let it bo assumed that the Com- 
pany's profits as calculated for the United Kingdom tax are £60,000, and 
as calculated for Dominion tax £50,000. Adjustment ;vili be made to the 
'Company as follows : — 

United Kingdom* Dominion. 

Tax before roliof £60,000 at 6a. Od. £50,000 at I a. 6c7* 

Belief £60,000 at la. 6d. ML 

Tax after relief £60,000 at 4a. 6d. £50,000 at 1^. 6i. 

The Company when paying the dividend to B would deduct 4s, 6d. in the 
£, United Kingdom tax, and intimate on the dividend warrant that the 
relief in respect of double income-tax was Is, 6d, in the £. 

Let it be assumed that B^s dividend of £900 is his total income, so that 
his proper rate of charge to United Kingdom income-tax is 3s. 9d. He has 
suffered Dominion tax to the extent .of Is. 6d. in the £, and his ultimate 
rate of United Kingdom income-tax is 2s. 3d. in the £ (3s. 9d. less Is. 6d.), 
‘but he has suffered by deduction 4s. 6d* in the £ and he will accordingly be 
repaid 4s. 6d. minus 2s. 3d. ^ 25. 3d. in the £ on £900. 

Example D is a British resident receiving £900 from Company C, but 
he has other income arising in the United Kingdom, and his combined rate 
of income-tax and super-tax is 7s. 6d. in tho £. He is entitled, therefore, 
to double income-tax relief up to a maximum of 3s. 9d. but the whole of the 
Dominion tax (Is. 6d, in tho £) has already been allowed to the Company C, 
who deduct 4s. 6d. United Kingdom tax on payment of the dividends, and 
relief is due. D will, therefore, be assessable in respect of the 
£9OT at Is. 6d. in tho £, viz,, 7s. 6d. less 4s. 6d. United Kingdom tax 
deducted, and Is. 6d. Dominion tax.” 

(d) It will be noted that in the table at page 273 the amount of 
relief which a company can get under the English Act is at the 
rate of .2 annas in the rupee and that the amount which they can 
claim from the Indian authorities will be at a rate of 1 anna 11^ 
pies in the rupee. The reason for the comparative high rates in 
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lodia as comiDared with the United Kingdom of the tax on com- 
panies is that the Indian rate includes the super-tax on companies 
while the English rate does not include the United Kingdom 
Corporation tax. At the same time it must be noted that 
the Indian rate of 3 annas and IIa pies given in the table for 
companies is a rate which in actual practice will never be reached. 
It includes the 2 annas and 81 pies income-tax rate including the 
surcharge of 25 per cent, and the flat rate of 1 anna 3 pies for 
super-tax including the surcharge of 25 per cent., but the 
flat rate of 1 anna 3 pies is never charged on the whole 
of the assessable income but only on the portion of the income 
in excess of Es. 50,000. The rale for the portion of the income 
below Es. 50,000 is nil. In order to get at the comparative 
rate, the tax paid by the company has to be divided by its total 
income. Thus in the case of a company with a profit of 1 
lakh the comparative rate (both income-tax and super-tax) 
would merely bo 3 annas and 4 pies wdiile the rate in the case 
of a company with a profit of 2 laWis, it would merely be 3 annas 
and 8 pies. In both cases a relief of 2 annas in the rupee would 
be obtained in the United Kingdom and the balance in India. 

(vi) In order to obtain relief in India a claimant is required to 
supply the official receipt for the United Kingdom income-tax 
paid, the notice of assessment in particular showing the basis on 
which the liability has been computed and a certificate of the 
Income-tax authorities showing what relief has actually been 
gi*anted to him in the United Engdom. 

(vii) The following are further examples illustrating the method 
to be adopted in calculating relief due under section 49 of the 
Act : — 


Exojnj)!*^ 1, — A, a married man with one child, is rcsideni in the Unitf'd 
Kingdom ; he lias a fixed income of Rs. 10,500 from property in India and 
has no other income; his liability to tax is : — 

In the United K mgdom. In India. 

A. i». 

Assos-Jablo income ..... 10,500 0 0 Incomc'tnx on 

Rs. 10,500 nt I 
anna 3 pies in the 
rupee, Rs. 820-5*0 
Rs. 

Peisonal allo\\anco . . .2,000 

Deduct ion for child . . . GG7 


2,657 0 0 


Taxable incomo ..... 7,833 0 0 


Tax on the 1st Rs. 2,333 at Aa. 2 in the 291 10 0 

rupee. 

Tax on balance Rs. 5,600 at As. 4 in the 1,375 0 0 

rupee. 

*rofcal tax (before relief in respect ot Indian 

income-tax) 1,61)6 10 0 

*For the purposes of calculating "‘the appropriate rate of United Kingdom 
tax’* this amount is not to be reduced by any relief granted in respect of any 
life assurance premium. 
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The Unjted Kingdom tax (Rs. 1,666-10-0), divided by the taxable income 
(Rs. 7,833) gives an “appropriate rate of United lUngdom tax“ of approxi- 
mately 3 annas 5 pies, A has paid Indian income-tax in respect of the 
same income at a rate of 1 anna 3 pies in the rupee, that is, a rate which 
is Jess than half the United Kingdom rate and the relief from United 
Kingdom tax will, therefore, bo a sum equal to the Indian rate on Rs. 7,833. 

Example 2 . — B is a bachelor resident in the United Kingdom with no 
dependents and lias an earned income of £1,000 assessable to United King- 
dom income-tax. lie has no other income and pays income-tax in India in 
respect of the income in question. His liability to tax is as follows : — 

United Kingdom. 

rw i 1 • £ s. d. 

Total income . . ; j^OOO 0 0 

Ly^ss earned income allowanco ono-sixth of £1,000 . . 163 13 4 

Assessable ’ncomo ........ S33 6 ^ 

Personal allownnfe . 100 0 0 


Taxable income 733 6 8 


Tax on 1st £I75 ut 2tf. 6d. ...... 21 17 6 

. Tax on Dalance £421 at 4.^. 6d 139 10 0 


**lotal tax (before relief in respect of Indian income-tax) - 161 7 6 

The tax (£161-17-6) divided by the taxable income (£733) gives an “appro- 
priate of the United Kingdom tax" of 4s. Sd, or 3.5 annas in the 

rupee; Indian income-tax is payable on this income at a rate of 1 anna 3 
pies in the riq^ee, so that B is entitled to get relief from the United Kingdom 
rate of 1 anna 3 pies in the rupee (that is, Is, Id, in the pound) on 

06 and there is no balance of relief to be given in India. 

Example S , — C is a company the whole profits of which are taxed both in 
the United Kingdom and in India. The Indian rate of tax paid by the 
company is 3 annas and 11^ pies in the rupee while the “appropriate rate 
of United Kingdom tax" for the company is 5s. in the pound. The com- 
pany can get relief at the rate of 2/6 in the pound (or 2 annas in the rupee) 
in the United Kingdom and on proof of payment of United Engdom tax 
and of the grant^ of United Kingdom relief can claim from the Income-tax 
authorities in India the balance of relief, namely, 1 anna 11^ pies in the rupee. 

{viii) Corporation profits tax paid in the United Kingdom should 
not be deducted from the income taxed in India for the purpose of 
calculating the relief claimed under section 49. 

{ix) In considering claims for relief under tliis section m the 
case of companies which are assessed separately in India but jointly 
in the United Kingdom, and one of which makes a loss a,nd the 
other a profit, it is necessary to scrutinise the United Kingdom 
assessment to see how much of the income from each source has 
been taxed. Since one company has made a loss which has been 
allowed in the United Kingdom assessment, it is clear that only 
part of the Indian profits of the other company which has made 
profit has paid tax in the United Kingdom. It is only on this 
part that relief is allowable since that part only has suffered double 
taxation. _ 

*For the purposes of calculating “the appropriate rate of United Kingdom 
tax” this amount is not to be reduced by any relief granted in respect of life 
assurance premium. 
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(ic) This section merely provides for relief from double tax 
where the same income is assessed to tax both in the United King- 
dom and in India. It does not provide for relief in other cases. 

121. Relief from double tax of incomes taxed in British 
India and in the United Kingdom — Method of calculating relief 
in India. — (i) The following method should be followed in calculat- 
ing the “Indian rate of tax”, as defined in section 49 (2) (b) of the 
Indian Income-tax Act : — 

(ii) Indian super- tax is charged on the whole of the income, in- 
cluding the Es. 50,000 that are free of super-tax, since under 
section 55 of the Indian Income-tax Act, it is said to be- “charged”- 
in respect of the “total income”. The result is that the first 
lakh of income is to be regarded as a single slab charged to super- 
tax at the effective rate of 6 pies in the rupee. 

(in) Thus, for the pm-pose of double income-tax relief, “doubly 
charged” income of any amount exceeding Es. 50,000 can only 
consist of either — 

(1) income liable to super-tax alone, or 

(2) income hable to both income-tax and super-tax, or 

(3) (a) income liable to both income-tax and super-tax and 

(h) income liable to super-tax alone, 

i.e., there can at most be only two slabs. There can be no 
part liable to income-tax alone since no income is exempt from 
super-tax alone. The whole or a part of the income will, of 
course, be hable to super-tax alone if the whole or any part of 
the income is exempt frorn income-tax but not from super-tax. 
The relief should be calculated separately on each of the two slabs 
just mentioned. 

This method is that followed by Somerset House. 

122. Relief from double tax of incomes taxed in British India 
and the United Kingdoi7i — Method of calculating relief in India 
where there are differences in computing taxable income in the two 
countries. — In practically all cases the United Kingdom gives rehef 
in respect of the income charged in the United Kingdom whether 
that be higher or lower than the income charged in the Dominion. 
The corollary of this is that Dominions should follow the same 
principle. The following method should therefore be followed in 
computing relief in British India : — 

(a) If the income as computed in British India is higher or 
lovvnr than that computed in the United Kingdom 
because either (1) particular allowances and deduc- 
tions such as wear and tear differ in the two countries 
or (2) the periods of income on which the tax is 
charged are not identical, relief in British India 
should be calculated on the income computed in 
British India. 
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(b) If the difference between the incomes charged in the two 
countries is due to a loss being carried forward in the 
United Kingdom and not in British India, and if 
there is no other cause of variation, the income will e 
always be lower in the United Kingdom since the 
carry forward of losses is not allowed in British 
India. In such cases relief should not be given in 
India on the losses carried forward in the United 
Kingdom. 

<c) If the difference between the incomes charged in the two 
countries is due to the fact that remittances only are 
taxed in British India and the whole income in the 
United Kingdom the remittances alone should be 
regarded as having suffered double taxation. 

(d) Where a defined part of the income is exempted from tax 

or falls altogether outside the scope of the tax in either 
country, for example, interest on tax-free securities 
in either country, or agricultural income in British 
India, relief will not be allowed in respect of the tax 
on such part of the income. It may be (however) 
that the exempted or untaxed part of the income is 
not defined or separable, but forms -an element in 
the income doubly taxed. Kor example, remittances 
may be made to the -United Kingdom from British 
Indian income derived from both taxed and tax-free 
, sources in British India, and it may not be possible to 

say how much is derived from each. In such circum- 
stances relief will be allowed on a part of the re- 
mittances proportionate to the part of the income 
in British India that is derived from sources, subject 
to tax. The deduction from taxable income 
allowed in super-tax assessments in British India 
is not to be treated as exempt from super-tax. 

(e) In the case of tea-gardens, relief will be allowed on the 

40 per cent, of the combined agricultural and non- 
agricultural profits liable to tax in British India. 

123. Belief from double tax of incomes taxed in British India 
and in the United Kingdom — Procedure. — (i) The following proce- 
dure should be followed for the grant of relief in respect of double 
taxation in India and in the United Kingdom ; — 

(ii) When during an assessment it i known that an assessee will 
be entitled to relief on account of double taxation on any part of his 
income, the arnount of the relief may be calculated by the Income- 
tax Officer so far as is possible, and the assessee may be allowed 
to pay the demand in two instalments, the second of which will 
repsesent the amount of relief calculated to be due. The date of 
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the first instalment will be that ordinarily fixed for the payment 
of a demand of income-tax, while the second will be payable two 
or, if possible, three or fonr months from the date of the notice of 
demand. If the assessee produces the necessary British certi- 
ficates and establishes his claim to rehef under section 49 of the 
Indian Income-tax Act, 1922, the demand for the second instal- 
ment should be modified by cancellation or reduction or, if the 
relief is greater than the second instalment and the first instal- 
ment has been paid, a refund should be granted. 

124. Relief from double tax of incomes taxed in British India 
and in Indian States. — Arrangements have also been made with 
several Indian States, which levy income-tax, for the grant of 
relief from the payment of double income-tax of incomes which 
are taxed both in any of these Indian States and in British India. 
Belief is granted in British India at a rate equal to half the Indian 
State rate subject to a maximum of half the British Indian rate. 
The State will grant relief at a rate equal to half its rate of tax. 
The following is a copy of the Notification prescribing the proce- 
dure to be followed by persons claiming relief from the payment 
of double income-tax : — 

FINANCE DEPARTMENT (CENTRAL REVENUES). 

Notification No. 25, dated the 1st Jidy 1926 (as subsequently 

amended). 

In exercise of the powers conferred by section 60 of the Indian 
income-tax Act, 1922 (XI of 1922), the Governor General in 
Council is pleased to make the following modifications in respect 
of income-tax, in favour of income on which income-tax has been 
charged both in British India and in one of the Indian States 
referred to in the schedule to this notification (hereinafter called 
the said schedule), namely : — 

1. In this notification — 

(a) the expression “State income-tax’’ means income-tax 

and super-tax charged in accordance with the provi- 
sions of the law relating to income-tax for the time 
being in force in the State concerned ; 

(b) the expression “State rate of tax’’ means the amount of 

State income-tax divided by the amount of the larger 
of the two incomes on which income-tax and super- 
tax respectively have been charged by the State ; and 

(c) the expressions “Indian income-tax’’ and "Indian rate 

of tax’’ have the same meanings as in clauses (a) 
and (b), respectively, of section 49 (2) of the Act. 
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2. If any person who has paid Indian income-tax for any year 
on any part of his income proves to the satisfaction of the Income- 
tax Officer that he has at any time paid State income-tax in 
respect of the same part of his income, he sbail be entitled to the 
refund of a sum calculated on that part of his income at a rate 
equal to half the State rate of tax; provided that the rate at 
which the refund shall be given shall not exceed one-half of the 
Indian rate of tax. 

3. Every application for refund of income-tax under this noti- 
fication shall be made to the Income-tax Officer of the district in 
which the applicant is chargeable directly to income-tax or if he is 
not chargeable directly to income-tax, to the Income-tax Officer 
for the district in which the applicant ordinarily resides, or if he 
is not resident in British India — 

(i) to the Income-tax Officer of the district or area in which 
he was last charged directly to income-tax when so- 
resident, or 

(n) if he has never been so resident, to the Income-tax 
Officer of the district or area where the income-tax 
for the refund of which application is made waa 
deducted. 

Such application maj’ be presented by the applicant in person or by 
a duly authorised agent or may be sent by post, and shall be in 
the following form : — 

Applications for relief from double income-tax under Notification 

No. 25, dated the 1st July 1926. 

I, of do hereby state that I 

have paid (name of State) State income-tax/income-tax and super- 
tax amounting to Es. for the year ending 19 on an 

*income of Es. and-that Indian income-tax/income-tax and 

super-tax of Es. has also been paid on the same- 

income*/part of the same income amounting to Es. , I 

now pray for relief at the rate of amounting to 

Es. under Notification No. 25, dated the 1st July 

1926, to which I am entitled. My income from all sources to which 
this Notification applies during the “previous 3 ^ear” ending on 
the 19 , amounted to Es 

only — see Eeturn of income attached/already submitted. 

Signature 

I hereby declare that what is stated herein is correct. 


Dated 


19 

Signature 


^Where the income on which income-tax has been charged differs frona 
that on which super-tax has been charged both amo-nts must be specified. 
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4. No claim to any refund of Indian income-tax under thiH 
Notification sliall be allowed unless it is made within one year 
from the last day of the year in which such tax or the -State income- 
tax was recovered, whichever is later. 

5. Any person objecting to a refusal of an Income-tax Officer 
to allow a claim to a refund under this Notification or to' the 
amount of refund allowed, may appeal to the Assistant Commis- 
sioner. 

6. The appeal shall be presented within thirty days of receipt 
of the intimation of the refusal to grant a refund or of the amount 
■of refund allowed. 

7. The appeal shall be in the following form ; — 


Form of appeal against an order refusing to grant a refund under^ 
the Notification of the Government of India in the Finance De- 
partment (Central Revenues) No. 25-Income-tax , dated the 1st 
July 1926. 


To 


The Asdstant Commissioner of 

-r in 


^ U3 XOILUJIU 

under the Notification of the Government of India in the Ninance 
Depratment (Central Eevenues), No. 25-Income-tax, dated the Ist 
July 1926 of Es. . The Income-tax Officer has by 

his order, dated the of which a copy is 

rofu'^ed to grant a refund 
attached granted a refund of only Rs. 

Your petitioner therefore requests that the order of the Income- 
tax Officer may be set aside and the refund applied for may be 
granted. 


Signed. 

Grounds of Appeal. 

Form of Verification. 

I, the petitioner named above in the above 

petition do declare that what is stated therein is true to the best of 
my information and belief. 

A 


Signed. 
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Schedule. 


1. Baroda. 

Madras States Agency. 

2. Travancore. 

2- A. Cochin. 

Central India Agency. 

3. Bhar. 

3- A. Makrai. 

Punjab States Agency. 

4. Patiala. 

6. Bahawalpur. 

6. Jind. 

7. Kapurthala. 

8. Loharu. 

8-A. Maler Kotla. 

- 8-B. Mandi. 

Bombay. 

9. Sachin. 

10. Akalkot. 

11. Phaltan. 

11- A. Chhota XJdepnr. 
11-B. Bamdurg. 

11-C. Kolhapur. 
ll-B. Sangli. 


United Provinces. 

12. Benares. 

Eastern States Agency^ 

13. Baster. 

14. Banker. 

15. Eaigarh. 

16. Jashpur. 

17. Sarangarh. 

18. (Omitted.) 

19. Kawardha. - 

20. Khairagarh. 

21. Korea. 

22. Nandgon. 

23. Chhuikhadan. 

24. Maynrbhanj. 

24-A. Patna. 

24-B. Sonpur. 

24-C. Kalahandi. 

24-D. Eairakhol. 

24-E. Baudh. 

Punjab. 

25. Baghat. 


125. Belief jrom double tax of incomes taxed in British India; 
and Ce7jlon. — ^As a result of the introduction of income-tax in 
Ceylon with effect from 1st April 1932, arrangements have been 
made with the Ceylon Government for the gi'ant of relief in cases 
where the same income has been subjected to Ceylon tax as well 
as Indian income-tax. Belief is granted in India to the extent 
of half the Ceylon tax calculated on that part of the income on 
which rehef is admissible under the Ceylon Income-tax Law or half 
the Indian incorhe-tax on the same part of the income, whichever 
is less. It will be observed that relief is based on amounts of tax, 
hot on rates of tax. The notification prescribing the procedure- 
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to b'e followed by persons claiming relief from double income-tax 
is reproduced below : — 

FINANCE DEPARTMENT (CENTRAL REVENUES). 

Notification No. 14, dated the 2nd April 1932. 

In exercise of the 23owers conferred by section 60 of the Indian 
Income-tax Act, 1922 (XI of 1922), the Governor General in 
Council is pleased to make the following modifications in respect 
of income-tax in favour of income on which income-tax has been 
charged both in British India and in Ceylon, namely : — 

(1) In this notification — ^ 

(a) the expression “Ceylon tax’’ has the meaning assigned 

to it in section '45 (4) (h) of the Ceylon Income-tax 
Ordinance, 1932 (2 of 1932), 

(b) the expression “Indian income-tax’’ has the meaning 

assigned to it in clause (a) of section 49 (2) of the 
Indian Income-tax Act, 1922 (XI of 1922). 

(2) If any person, who has paid Indian income-tax for any year 
on any part of his income, proves to the satisfaction of the Income- 
tax Officer that lie has paid Ceylon tax for the corresjionding year 
in Ceylon, he shall be entitled to the refund of a sum equal to half 
the Ceylon tax calculated on that part of his income on which 
relief is admissible under the Ceylon Income-tax Law, or to half 
the Indian income-tax on the same part of his income, whichever 
is less : Provided that where any person is entitled to a further 
relief in British India on that part of his income on which relief 
is admissible under the Ceylon Income-tax Law on account of its 
having been also taxed in some other country besides Ceylon, the 
relief in respect of the Ceylon tax shall not exceed the difference 
between half the Indian income-tax and such further relief as may 
have been granted in British India owing to that part of his income 
having been taxed in some other country besides Ceylon. 

(3) Every application for refund of income-tax under this 
notification shall be made to the Income-tax Officer of the district 
in which the applicant is chargeable directly to income-tax or if 
he is not chargeable directly to income-tax to the Income-tax 
Officer of the district in which the applicant ordinarily resides, or 
if he is not resident in British India — 

(i) to the Income-tax Officer of the district or area in which 
he was last charged directly to income-tax when so 
resident, or 

(m) if he has never been so resident, to the Income-tax 
Officer of the district or area where the income-tax 
for the refund of which application is made was 
deducted. 
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Such application may be presented by the appbcant in person or 
by a duly authorized agent or may be sent by post, and shall be 
in the following form : — 

Application for relief from double income-tax under Notification 
No. 14, dated' 2nd April 1932, 

1, of do hereby state 

that 1 have paid Ceylon tax amounting to Es. for the year 

ending 19 , on an income of Es. and that Indian income- 

tax/income-tax and super-tax of Es. has also been paid 

on the same income"^ /part of the same income amounting to 
Es. .1 now pray for relief of a sum of Es. under 

Notification No. 14, dated 2nd April 1932 to which I am entitled. 
My income from all sources to which this Notification applies 
during the “previous year” ending on the 

19 , amounted to Es. only — see Eeturn of income 

. attached/already submitted. 


Signature 

I hereby declare that what is stated herein is correct. 

Signature 

Dated 19 . 

(4'' No claim to any refund of income-tax under this notification 
shall be allowed unless it is made within one year from the last 
•day of the year in which such tax or the Ceylon tax was recovered 
whichever is later. 

The following points should be borne in mind in regard to the 
.grant of relief in British India in respect of income taxed in British 
India and in Ceylon. 

A.— TAX. 

It should be remembered that : — 

(1) Under section 45 (4) (b) (1) of the Ordinance, “Ceylon 

Tax” does not include, for purposes of rehef either in 
India or Ceyoln, the additional 2 per cent, charged on 
non-resident companies under section 20 (6) of the 
Ordinance. 

(2) “Ceylon Tax” does not include, for purposes of relief 

either in British India or Ceylon, tax on interest or 
other charges on income included in the Ceylon assess- 
ment [Ordinance section 45 (4) (b) (ti)]. 

*When the isiconje on which income-tax lias leen charged difEers from that on 
-which Buper-tax has been charged hoi.h amounts must be specified. 
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(3) “Indian Tax’’ includes personal Super-Tax, both in. 

India and Ceylon, , 

(4) “Indian Tax’’ in India includes Company Super-Tax as 

regards companies themselves, but not as regards 
shareholders. Ceylon will adopt, the same basis. 

(5) Any person objecting to a refusal of an Income-tax Offi- 

cer to allow a claim to a refund under this Notifica- 
tion or to the amount of refund allowed, may appeal 
to the Assistant Commissioner. 

(6) The appeal shall be presented within thirty days of re- 

ceipt of the intimation of the refusal to grant a re- 

tion or to the amount of refund allowed, may appeal 

(7) The appeal shall be in the following form ; — 

Form of appeal against an order refusing to grant a refund' 
under the Notification of the Government of India in. 
the Finance Department {Central Revenues) No. 14'~ 
Income-tax, dated the 2nd April J93H. 

To 


The Assistant Commissioner of 

The day of • 19 . 

The petition of of 

post-office district sheweth as- 

follows : — 

Your petitioner applied to the Income-tax Officer for a refund' 
under the Notification of the Government of India in the Finance- 
Department (Central Revenues), No. 14-Income-tax, dated the 2nd‘ 
April 1932 of-Rs. . The Income-tax Officer has by 

his order, dated the of which a copy is attached’ 

refoi?ed to grant a ref und 
granted a refund of only Its. 

Your petitioner therefore requests that the order of the Income- 
tax Officer may be set aside and the refund applied for may be- 
granted. 

Signed. 

Grounds of Appeal. 

Form of Yerification. 

I, the petitioner named above in the, above- 

petition do declare that what is stated therein is true to the best ofi 
my information and belief. 


Signed. 
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B — “PAET OP HIS INCOME” (INDIA). 

‘‘HIS- INCOIMB PBOM ANY SOUECE” (CEYLON). 

Eelief of half the smaller tax (both countries). 

(1) As the British Indian Notification No. 14 (Pinance Depart- 
ment — Central Eevenues), dated the 2nd April 1932, is drafted,, 
relief is to be allowed in British India ‘‘o^n that part of the income 
on which relief is admissible under the Ceylon Income-tax law”. 
The practical result of this is that the expressions ‘‘part of his 
incotne” in the Indian notification, and ‘‘his income from any 
source” in the Ceylon Ordinance, refer to the same thing, and the 
British Indian relief is automatically regulated by the Ceylon relief. 

The British Indian and Ceylon authorities alike will ignore in 
granting relief all differences between the computation of the 
income in the two countries due to — 

(a) Certain expenses being allowed in one country and not 

in the other. 

(b) The allowances * for depreciation being higher in one 

country than in the other. 

(c) Depreciation being carried forward in one country and 

not in the other. 

(d) Losses being carried forward in one country and not ins 

the other. 

(e) The fact that assessment is made on the ‘‘income arising” 

in one country and on “remittances” in the other. 

(/) The fact that the assessments are based on different 
accounting periods in the two countries. 

(g) lA'Irere a Tea Estate is taxed on 40 per cent, of its profits 
in British India and on the whole profits in Ceylon, 
there will be only one source of income from the 
Ceylon point of view and the relief allowed in each 
country will be half the lower amount of tax ignoring 
this difference in the basis of assessment. 

(2) No relief can be given unless tax is paid for the same year 
in each countrj'^ on the source in question, e.g., in the first year of 
a business, tax will be lewed on its profits in Ceylon but not in 
British India : in .the year after a business ceases, its profits will 
be liable to tax in British India but not in Ceylon. No relief can 
be given in these cases. 

0.— “ANY PEESON”. 

(1) In Ceylon, the income of married women is tie&ted as that 
of their husbands. If the wife is separately assessed in British 
India, on the same income she will be entitled to relief in British 
India. 

I 
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(2) Partnership . — Ceylon charges tax on indmdual partners 
^nd not on partnerships at all. No difi&culty will arise in British 
India in regard to registered Firms. If partners of an unregis- 
tered firm are assessed in Ceylon and the firm is assessed in India, 
the partners will be entitled to relief in British India and direct 
.assessments should be made on them for the purpose. 

SHAEEHOLDEES. 

(1) A resident in India has dividends from a Company in Ceylon 
from which Ceylon tax is deducted at source. He is assessed in 
India on those dividends, as may in certain circumstances happen. 

He will be entitled to relief in India. 

(2) A resident in Ceylon is a shareholder in an Indian Company 
.and is taxed on its 'dividends in Ceylon. The Company is taxed 
■only in India. Ceylon will rgeard him as having suffered Indian 
tax indirectly. He will be entitled to relief in iSdia. 

126. Limitation of claims for refund' (Section 50.) — (i) Claims 
for refund are admissible if made within 12 months from the last 
•daj’’ of the calendar year in which the tax was recovered or before 
the last day of the financial year commencing after the expiry of 
the “previous year’’ as defined in section 2 (11) of the Act in 
which the income arose on which the tax was recovered, whichever 
period may expire later. This limitation applies also to refunds 
•of double income-tax (section 49). Tl^e date of recovery in this 
case is, of course, the date of recovery of the tax in India. Since 
liowever there is often very great delay in settling assessments and 
■claims to relief in the United Kingdom, provisional claims for 
double income-tax relief unsupported by proof that rehef has 
actually been obtained in the United Kingdom may be accepted 
df presented within the limitation period if the assessee definitely 
•undertakes to produce such proof as soon as relief in the United 
Kingdom has actually been obtained. When this undertaking is 
punctually fulfilled the claim may be treated as one presented in 
due time. Claims to refund under section 49 may also be admitted 
after the expiry of the prescribed period, if the applicant satisfies 
the Commissioner, or an Assistant Commissioner specially em- 
powered in this behalf, that he had sufficient cause for not making 
•the claim within the period. 

(ii) This section should be interpreted -as illustrated below in 
dealing with claim for refund of tax on dividends. Taking the case 
•of a shareholder in a company which declares a dividend in January 
1929, if he is directly assessed and is a person who does not keep ac- 
•counts, or whose “previous year” is the income-tax year, an adjust- 
ment can be made whenever he is assessed in the income-tax year 
April 1929 to March 1930, while an application for a refund can also 
he entertained at any time up to 31st December 1930. If he keeps 
accounts and his “previous year” runs, say, from October to 
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Ssptember, an adjustment can be made in the course of assessment 
^during the financial year 1930-31. An application for refund can 
also be entertained up to 31st March 1931. Where the .shareholder 
'keeps accounts on the cash basis, the relevant date is the date of , 
•receipt and not the date of declaration, and the foregoing instruc- 
tions have to be read .subject to this modification. 

127. Appeals against refusal to grant refunds . — Section 50-A 
gives a person aggiieved by an order of an Income-tax Officer re- 
lusing to allow a refund or granting a refund of an amount less than 
what he has claimed under section 48, 48- A or 49, the right to 
appeal to the Assistant Commissioner against such order. The 
appeal should be presented within 30 days of the date on which 
the order was communicated to him. The appeal should be in 
the form prescribed for the purpose and verified in the prescribed 
manner. Before passing any order on such appeal the Assistant 
Commi-.-Eioner should give the assessee an apportunity of being 
heard. 

128. Prosecution for offences. {See also paragraph 87). — ^Prose- 
'cution of assessees for offences under sections 51 and 52 cannot be 
.commenced except at the instance of an Assistant Commissioner 
and the Assistant Commissioner, is, under section 53, empowered 
to stay any such proceedings or compound any such offence. The 
power of compounding an offence is one that can be exercised not 
■only after proceedings have been commenced, but before proceed- 
ings are instituted at all. 

129. Income-tax records to be kept confidential. (Section 
-54). — (i) While the Act of 1918 merely penalised the disclosure by 
.a public servant of the particulars contained in any statement or 
reurn furnished under the Act, section 54 further penalises the 
•disclosure of any particulars contained in any accounts or docu- 
ments produced under the Act or in any evidence given or deposi- 
tion made in the course of proceedings under the Act or in any 
record of an assessment proceeding or proceedings for recovery of 
a demand, and debars the Courts from requiring public servants to 
produce income-tax records or to give evidence respecting the same. 

(ii) The provisos to sub-section (2) contain provisions stating in 
what particular cases information may be disclosed. The effect of 
the provisions is that informaton (jbtained in connection with the 
.assessment of incomes and recovery of the tax may be disclosed by 
public servants to such persons only as act in the execution of the 
Act and where it may be neeessary to disclose the same to them for 
the purposes of the Act, or in order to, in the course of, a prosecu- 
•tion for perjur}^ committed in connection with proceedings, under 
•the Act. The production before a Court of any document, declara- 
tion or affidavit filed, or the record of any statement or deposition 
made in a proceeding under section 26-A, or the giving of evidence 
hy a public servant in respect thereof • is also not prohibited. 

I 2 
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Proviso (c) was inserted mainly for the purpose of extending the- 
protection to everj'^ action of a public sen'ant in pursuance of the- 
provisions of the Act or the rules such as the service of a notice- 
by affixture. Proviso (cc) authorises the disclosmre of any parti- 
culars contained in an Income-tax record which is occasioned by 
the lawful exercise by a public servant of his powers under the- 
Indian Stamp Act, to impound an insufficiently stamped docu- 
ment. Apart from these particular cases it is essential that all- 
records should be kept strictly confidential, and, in particular, the- 
practice in certain provinces of furnishing information to local 
authorities, who impose a tax on “circumstances and property” 
or a local income-tax, of the details of assessment made by the- 
income-tax authorities must cease. Tliis prohibition applies equally 
to furnishing such information to other Government departments. 

{Hi) For the meaning of the phrase “public seiwant” see para- 
graph 9. 

130. Super-tax. — (i) The provisions of the Act regarding income- 
tax other than those specially excepted in section 58 apply also to- 
super-tax which is merely, as stated in section 65, “an additional- 
duty of income-tax”. Super-tax is levied at the rates specified ijn< 
the Fina.nce Act (at the end of Part I of this Manual). 

(ii) The super-tax on companies is levied at a flat rate on the- 
whole of the profits of a company. This tax on companies, which- 
takes the place of the tax formerly levied at a graded scale of rates 
on the "undistributed profits” of a company, is levied on the com- 
pany as such on account of the special privileges which companies - 
enjoy b}’^ statute in the shape of corporate finance and limited, 
liability. Xo refund on account of super-tax on companies is, 
therefore, allowed to shareholders. 

(Hi) Apart from the tax on companies which stands in a class by 
itself, super-tax is levied on a scale of graduated rates. WTiile in- 
the case of income-tax the different rates are applied to the whole- 
of an assessee’s income, the different rates of super-tax are levied 
on successive “slices” of income, i.e., on the portions of an- 
assessC'C’s income in excess of certain limits or the portions tying 
between certain limits. 

liv) Hindu undivided families are treated for purposes of super- 
tax, as for income-tax purposes, as separate assessees. 

(v) Unregistered firms are also treated as separate assessees. 
Where, however, an uni'egistered firm itself is not assessed to- 
super-tax {e.g., if its assessable profits are less than Es. 30.000), 
in that case only is the income which any individual member of an 
unregistered firm receives from the firm included in his total income 
for super-tax. 

(vi) Eegistered firms are not assessed to super-tax, but the shares 
of partners in registered firms are included in the total income of 
the individual partners on which super-tax is levied and similarly 
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■^he dividends of shareholders received from companies are included 
in the individual income of those shareholders. 

{vii) The tax is levied on “total income” and “total income” in 
4ill cases means exactly the same thing as total income calculated 
for income-tax purposes with the sohtary exception that where an 
unregistered firm is itself assessed to super-tax, the share of the 
profits of a member of the unregistered firm is excluded from his 
■total income for super-tax purposes. 

131. Deduction of swper-tax at the source. — (i) One of the ex- 
ceptions to the general rule that super-tax is recovered by assess- 
ment of the person liable is that provided in sections 18 (3A) to (3D) 
and 57. That provision is rendered necessary owing to the difficulty 
of obtaining income-tax and super-tax from non-residents. Section 
57 (1) provides that in order to recover super-tax from the share 
of the profits of a partner in a registered firm, who is not resident 
in British India, the resident partners are themselves jointly and 
several jj’’ liable to pay the super-tax due from the non-resident in 
respect of his share. Section 18 (3 A) authorises an Income-tax 
Officers to require the person responsible for paying interest not 
being 'interest on securities’ to deduct income-tax and super-tax 
at the time of payment of such interest to a non-resident, if the 
amount in any year exceeds the maximum amount which is not 
chargeable with super-tax, at the rates determined by him to be 
apphcable to’ the total income of such person in that year. Under 
section 18 (3B) where the person responsible for paying any interest 
not being interest on securities to any person pays to that person 
in any year an amount of such interest exceeding in the aggregate 
the maximum amount which is not chargeable with super-tax, the 
person responsible for paying such interest shall, if the recipient 
is not known to be a resident and no order under section 18 (3A) 
ihas been received from the Income-tax Officer in respect of such 
recipient, deduct at the time of payment income-tax on the total 
amount of such interest at the rate appropriate to such total and 
.super -tax on the amount by which such total exceeds the maxiruum 
ramount not chargeable with s.uper-tax at the rate applicable to such 
.excess 

[ii) Section 18 (3C) authorises an Income-tax Officer to require 
Ihe principal officer of a company to deduct super-tax at the rate 
'determined by him from the dmdends payable to a non-resident 
shazeholder whose total income is expected to exceed the maximum 
■amount which is not chargeable to super-tax. This rate must be 
+he effective or average rate of super-tax; that is to say, first the 
total amount of super-tax due on the total income must be 
•calculated. Then the rate is to b”^ arrived at by dividing this 
•total super-tax by the total income. That rate is to be notified 
to all persons paying dividends and they should be required to 
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deduct super-tax at that rate from whatever divio'^rids they pay^ 
These sections should not ordinarily be resorted to where the non- 
resident has an authorised agent in India to whom these interest 
payments or dividends are paid and through whom he can be- 
assessed to income-tax and super-tax in the ordinary way under 
section 43 of the Act, but this section should be employed where 
special circumstances render it necessary, c.g., where a non- 
resident has resorted to some device by vrliich such proceedings 
under section 43 have been rendered infructuous. Any such case 
should be reported by the Income-tax Officer concerned to 
the Assistant Commissioner of Income-tax whose orders should be 
taken before proceeding under this section. 

(in) Section 18 (3D) makes a principal officer of a company liable 
to deduct any super-tax due on dividends payable to a shareholder 
whom he has no reason to believe to be resident in British India. 
The liability under this section and section 57 (1) merely attaches 
where the amount of the profits or dividends payable to the non- 
resident partner or shareholder together with the amount of any 
income-tax payable by the company or firm in respect thereof is 
taken by itself liable to super-tax on the assumption that it re- 
presents the whole income of the non-resident partner or share- 
holder. It should be obseiwed that if for example dividends are 
paid half-yearlj’^ and the combined amount of the two payments 
in any year and the income-tax thereon exceeds the minimum 
liable to super-tax though the first payment including the income- 
tax on it taken by itself does not exceed it, the principal officer is 
bound to deduct the super-tax on such excess from the second pay- 
ment. The Act does not require the resident partner or the princi- 
pal officer to obtain from the non-resident partner or shareholder 
a statement of any other income that may accrue to him in 
British India. Where there is reason to believe that there is 
such other income it will be necessary to rely on the provisions 
of sections 42 and 43 of the Act or section 18 (30). In the case of 
companies the obligation to deduct applies only to dividends and 
does not apply to other sums which a non-resident may receive 
from the Company by way of interest on debentures or remunera- 
tion such as Director’s fees. If Ihe non-resident is himself 
assessed through an agent, sub-section (2) of section 57 provides 
that amount deducted at the source in this manner shall be taken 
into account in determining the amount payable by liim in respect 
of anv other income. 

132, Super-tax. Deduction at source from dividends of non- 
resident shareholders . — Section 18 (3D). Sometimes large blocks 
of shares are registered in the names of banks, and held by them oil 
behalf of the real owners for various reasons, though the banks'^ 
have no proprietary or beneficial interest therein. The aggregate- \ 
dividents on a block of shares in a single company thus held by 
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a bank may exceed the maximum amount exempt from super-tax, 
thougli the dividends payable to some or all of the real owners- 
individually may not exceed that amount. In such circumstances 
super-tax should not be deducted at source from the dividends 
payable to the bank irrespective of the hability of the several real 
owners of the shares. If, therefore, a bank in such circumstances 
furnishes the Income-tax Officer assessing the company from time 
to time with a list giving the names and addresses of the real 
owners of the shares and the number of shares hel-d by each, the 
Income-tax Officer will inform the principal officer of the company, 
under section 18 (3C), of the rate of super-tax to be deducted in 
respect of the dividends payable to the bank, or that no super-tax 
is to be deducted therefrom, as the case may be, having regard to- 
the liability of the individual shareholders. 

133 . Rules. — Hules made under section 69 of the Act by the 
Central Board of Hevenue are contained in Part II of this Volume. 
"With the exception of the rules first made under the Act, the 
power to make rules is, under section 59 (3), subject to the con- 
dition of “previous publication”. The meaning of the phrase- 
“subject to the condition of previous publication” is given in 
section 23 of the General Clauses Act, 1897 (X of 1897), viz. : — 

“ Where, by any Act of the Governor-General in Council or Riegulation, a 
po-wer to make rules or bye-laws is expressed to bo given subject to the con- 
dition of the rules or byc-laws being made after previous publication, then 
the following provisions shall apply namely ; — 

(1) the authority having power to make the rules or bye-laws shall before 
making them publisli a draft of the proposed rules cr bye-laws for the infor- 
mation of persons likely to be afiected thereby; 

(2) the publication shall bo made in such manner as that authority deems 
to be sufficient; 

(3) there shall be published with the draft a notice specifying a date on 
or after which the draft will bo taken into consideration; 

(4) the authoritj’’ having power to make the rules or bye-iaws, shall consider 
any objection or suggestion which may bo received by the authority having 
power to make the rules or bye-laws from any person with respect to the 

k draft before the date so specified ; 

(6) the publication in the Gazette of a rule or bye-law purporting to have 
been made in exercise of a power to make rules or bye-laws after previous 
[publications shall be ocnclusive proof that the rule or bye-law has been duly 
’made.” ' 

j 

1 134 :. Belief under section 60 (2). — ^In calculatiiig relief to be 

granted to an assessee in respect of any year under section 60 (2), 
any advantage gained by him in a iirevions year in which part of 
his salary\was short-paid will be taken into account. This sub- 
section applies to all cases irrespective of the consideration that 
the payment of salary in advance or in ainears was in accordance 
with the rules governing the payment. ‘Salary’ in this sub-section 
has the same meaning as ‘salary’ in section 7. 



P. 135-188 ] 


294 


135. Composition not permissible. — The provision in previous 
Acts that allowed a system of composition of assessment and 
■enabled the Income-tax Officer under specified conditions to enter 
into comjoositions with assessees has been omitted from the present 
Act. No compo.°ition of assessment can, therefore, now be made 
.although any composition entm'ed into before the present Act came 
into force must be given effect to for the period for which the 
agreement was made. 

136. Assessment of income-tax on married loomen. — (i) Although 
there is no specific provision to this effect in the Act, a married 
womaa is chargeable as if unmarried and has to be separately 
assessed in respect of her separate income. 

(n) Pension received from funds such as the Indian Military Ser- 
vice Pamily Pension Fund by a widow on account of her children, 
and on account of herself are distinct and separate from one another. 
The pension of a minor orphan paid to his or her mother or 
■duly appointed or recognised guardian should not be included in 
the taxable income of the mother or guardian for the purposes of 
income-tax assessment. 

137. Method of serving notices or requisitions. — (i) Under sec- 
tion 63 of the Act a notice or requisition may be served either by 
post or in any manner provided for the service of summons under 
the Code of Civil Procedure. The words “by post’’ under section 
■27 of the General Clauses Act, 1897 (X of 1897), mean “by regis- 
tered post’’. 

Hi) Section 63 (2) specially provides that in the case of firms or 
Hindu undivided families a notice or requisition may be addressed 
to anv member of the firm or to the manager or any other male 
membei- of the famil 3 ^ 

138. The determination of the Income-tax Officer by whom an 
assessment is to be made. — (i) While for the reasons given in para- 
^•aph 35 every Income-tax Officer is, under section 64 (4), vested 
with all the powers conferred by or under the Act on an Income- 
tax Officer in respect of anj'^ income, profits or gains accruing or. 
arising or received within the area for which he is appointed, the 
question of the Income-tax Officer by whom a particular assessee 
is to be assessed has to be determined in accordance with the pro- 
visions of sub-sections (I) to (2) of section 64. Under those provi- 
sions. if an assessee' carries on business, he has to be assessed by 
the Income-tax Officer of the area in which his principal place of 
business is situate; in all other cases an assessee has to be 
assessed by the Income-tax Officer of the area in which he resides 
Where there is any doubt or dispute on any such question, the 
question is to be finallj^ determined by the Commissioner of the 
province in which the areas are situate. Where the areas are 
situate in more i han one province, the question is to be determined 
I)y the Commissioners of the provinces concerned in consultation. 
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••and, where two Coraraissioners are not in agreement, the question 
will be determined by the Central Board of Bevenue. In all cases 
of dispute, however, before any such question is determined, the 
-assessee inust be given an opportunity of representing his views. 

(m) If an assessee whom an Income-tax Officer is seeking to 
.assess challenges his jurisdiction on the ground that the assessee’s 
principal place of business or residence is in a different income-tax 
circle, the Income-tax Officer should at once report the case to the 
Commissioner for orders. Even if the Income-tax Officers of the 
various circles concerned are in agreement as to the proper place 
•of assessment, they are not competent to decide finally where the 
assessment should be made unless the assessee acquiesces in their 
decision. If he disputes it and the alternative places of assess- 
ment are all in the same Province, the Commissioner of Income- 
itax of that Province can finally determine the place of assessment. 
If alternative places of assessment are not situated in the same 
Province, it is not necessary for the Commissioners to refer the 
case to the Central Board of Eevenue, unless they hold different 
-views. 

(iii) It is not necessary for an assessee who disputes the jurisdic- 
tion of the Income-tax Officer either to move the Commissioner 
himself or to ask the Income-tax Officer to do so. Whatever the 
-assessee does or proposes to do, therefore, the Income-tax Officer 
. should take the Commissioner’s orders at once whenever his juris- 
•diction is challenged. 

(iv) As the question of jmdsdiction must be decided before any 
assessment can be made, the Income-tax Officers and Commissioners 
should deal with all questions arising under section 64 as expedi- 
tiously as possible. 

139. Reference to High Court. (Section 66). — (i) Under the Act 
of 1918 a reference to the High Court on a question of law might be 
•made only if the head of the income-tax department in a province 
saw fit He was not requhed to make any such reference on the 
application of an assessee if satisfied that the appHcation was 
frivolous or that a reference was unnecessary. Under section 66 
\ 'of the Act, the Commissioner of Income-tax has no longer power 
to withhold a reference on these grounds but is required to state 
a case to the High Comt on the application of an assessee. In 
•order to provide against frivolous or unnecessary applications, sub- 
section (2) requires that every such application shall be accom- 
panied by a fee of Es. 100 or such lesser sum as may be prescribed 
'by rule made by the Central Board of Eevenue (no lesser sum has 
yet been prescribed). In order to safeguard the revenue, sub- 
section (7) provides that the fact that a case has been stated to 
-the High Court shall in no way stop the collection of the tax from 
-the assessee. 
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(m) An application for a reference to the High Court can only be 
made after an appeal to the Assistant Commissioner under section 
31 or an appeal under section 32 to the Commissioner or a reference 
to a Board of Eefeiees under section 33-A has been disposed of. 
An assessee must therefore exhaust his remedies of appeal to the 
income-tax authorities before requiring a reference to the High 
Coura. As it is desirable that questions of principle should so far 
as j)Obsible, be settled b}^ the revenue authorities, the proviso to 
sub-sectiop (2) provides that if on receipt of such an application 
the Commissioner is himself prepared to give a ruhng in favour 
of the assessee on the point of law raised, the apphcant may with- 
draw his application for a reference to the High Court in which 
event the fee paid shall be refunded. 

(m) An assessee may also ask for a reference to the High Court 
on a question of law ai'ising out of an oz’der of the Commissioner of 
Income-tax under section 33 of the Act. This right has been newly 
conferred on the assessee b}' the Indian Income-tax (Second 
Amendment) Act, 1933. A reference in respect of such an order 
can be asked for only where the order enhances an assessment or 
otherwise prejudices the assessee and in no other case. Further 
a reference can be made only on a point of law arising out of the 
order tinder section 33 itself and not on a question of law arising 
out of a pre'v'ious order under section 31 or section 32 revised by 
the order under section 33. 

(iv) The circumstances under which the fee may be refunded to 
the assessee are specified in the second proviso to section 66 (2). A 
refund may be made (1) when the question wlrich the assessee desir- 
ed shouM be referred to the High Court has been decided by the Com- 
missioner in exercise of his iiowers under section 33 in favour of 
the assessee and the latter withdinws his application, and (2) when 
the Commissioner rejects the application on the ground that it is 
time barred or otherwise incompetent or when he refuses to state 
the case in exercise of his powers under sub-section (3) of section 
66 and the assessee withdraws his application. 

(v) In all cases the assessee should withdraw his application 
within thirty days from the date on which he receives notice of the 
order passed by the Commissioner. The refund of fee except in 
the circumstances specified above is not warranted by the Act. 

(vi) No reference may be made to the High Court on a question 
of fact. The Commissioner, under these provisions, may, therefore, 
only withhold an application for a reference to the High Court if he 
considers that a point of law is not involved. If he does withhold 
it on that ground, the applicant under sub-section (3) may ajiply 
to the High Court within six months from the date on which he 
is served with notice of the refusal to make a reference for a 
mandamus requiring the Commissioner to state a case, and if the 
■ffigh Court issues such a requisition, the Commissioner must state 
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a case. The rights of an assessee in cases where the Commissioner 
refuses to state a case on the ground that the application under 
section 66 (8) was time barred, are set forth in sub-sections (3A) 
and (7A) of section 66. 

(vii) Where an Assistant Commissioner, hearing an appeal 
against an order purporting to have been made under sub-section (4) 
of section 23, dismisses the appeal on the ground that the assessment 
was rightl}'^ made under that sab-section and that therefore no- 
appeal lies, the order dismissing the appeal is an order under section 
31 within the meaning of sub-section (2) of section 66 and the 
assessee is therefore entitled to require the Commissioner to refer 
to the High Court anj^ question of law arising out of such order. 

{mii) The Commissioner retains the power to state a case to the 
High Court on his own motion or on a reference from any income- 
tax authority subordinate to him. No authority other than the Com- 
missioner is authorised to state a case for the High Court. 

(ix) The application for a reference must be made by the assessee 
within sixty days of the date on which he is served with notice 
of an order by an Assistant Commissioner under section 31, or by 
a Commissioner under section 32, or of a decision by a Board of 
Eeferees under section 33- A, and the reference to the High Com't 
must be made by the Commissioner within sixty days of the receipt 
of the apphcation. 

(x) Under section 66-A, an appeal lies to the Privy Council from< 
any judgment of the High Court dehvered in a reference under 
section 66 if the High Court certifies that the case is a fit one for 
appeal. 

140 . Computation of periods O] limitation. (Section 67-A .) — 

(1) In computing the period of limitation prescribed for an appeal 
under section 30 or 32 or for an application under section 66, the 
day or; which the order complained of was made and the time 
requisite for obtaining a copy of such order shall be excluded. 
The application or appeal must however be filed not later than the 
last day of the period of 30 or 60 days, as the case may be, so 
computed. 

(ii) Under section 21, the retrun must be filed on or before the 
30th April. Under section 22 (2), if notice is received on May 1st,, 
and the time specified in the notice is tliirty days, the return must 
be made at least on May 31st. Cases under section 66 (3) are for 
the High Court to deal with. 

141 . Assessment of insurance companies . — (i) Under section 59 

(2) (ii) special rules, have been made prescribing the manner in 
whicli and the procedure by which, income, profits and gains shall 
be arrived at in the case of insurance companies. The rules so 
made are rules 25 to 32 while rule 35 deals with the particular case 
of non-resident companies. 

(ii) Under these rules the income, profits and gains of life 
assurance companies incorporated in British India are determined 
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■by taking the annual average of the total profits disclosed by the 
last actuarial valuation .adding thereto any deductions made from 
the ^oss income in arriving at the actuarial valuation which are not 
admissible under the Income-tax Act and adding also any Indian 
income-tax deducted from or paid on income derived from invest- 
ments before such income is received. If the Indian income-tax de- 
ducted at the source from interest on investments exceeds the tax on 
profits thus calculated, a refund is permitted of the amount by 
which the deduction from interest on investments exceeds the tax 
l^ayable on profits. The same provisions under rule 26 apply also 
to the determination of the income, profits and gains derived from 
the amnnty and capital redemption business of life assurance com- 
panie.'i, the profits of which can be ascertained from tlie results 
•of an actuarial valuation. 

(Hi) For the purpose of refund in such cases it is the annual aver- 
age of the tax deducted from the interest on the company’s invest- 
ments at the som’ce that is to be taken and not, as has been some- 
times claimed by insurance companies, the tax actually paid during 
a particular year of assessment. The reason for this is obvious. 
The method of assessment based on the previous valuation is itself 
•a concession which, if the companies wish .to enjoy, they must take 
as a whole. If there were to be a subsequent re-adjustment with 
reference to any of the transactions in the current actuarial period, 
this would have to be made after the period was closed with re- 
ference to the transactions of the compan}’' as a whole during that 
period, but this course would obviously not be suitable as it would 
mean very long deferred adjustments. . 

(iv) In other classes of insurance business (fire, marine, motor 
•car, bm'glary, etc.), an annual calculation of profits is practicable, 
.and rule 29 provides in the case of those particular businesses for the 
method of treating sums placed by companies carrying on some or 
all of these branches of insurance business to reserves for unexpired 
risks. The reasons underlying the concession granted in this rule 
should be carefully noted. The profits derived, for instance, by a 
Fire Insurance Company from the premia which it receives cannot 
'be finally detei'mined until the policies issued in return for the 
premia have expired and the risks to the company thereunder have 
terminated, and, as the periods during which the risks endure will 
not ordinarily coincide with the period on which the assessment to 
income-tax is based, it is necessary to frame some estimate of the 
•expenditure which the companj' wilt be called upon to incur owing 
to the fact that the risks covered by its premium income in the 
years of assessment have not entirely ceased. With proper safe- 
_guards to prevent manipulation of the accounts, this estimate can 
-equitably be made by treating sums placed by insurance companies 
•^carrying on these classes of business to their reserved for unexpired 
risks as expenditure incurred solely for the purpose of earning the 
profits of the business. And where, as not infrequently occurs, 
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the reserve is divided into two parts of which the first is intended 
to cover normal unexpired risks and is generally reckoned at a 
fixed percentage of the premiums, and the second is intended to- 
cover exceptional losses from widespread calamities, the rule allows 
this treatment to additions to both parts of the reserve. The safe- 
guards against abuse which the rule imposes are as follows : — 

(1) All sums on account of unexpired risks, which a company 

wishes to have treated, as expenditure for income-tax 

or super-tax purposes, must actually be credited to a. 

JFund in the accounts of the company; 

(2) They must also be specifically appropriated to meet liabi- 

lities under existing contracts ; and 

(3) The contracts must be with policy-holders. 

(v) The only other fund established by insurance companies for- 
which special provision is made in the rules (Eule 30) is the In- 
vestment Eeserve Fund. Amounts actually credited by an in- 
surance company of any kind in the ordinary accounts of its 
business for the accounting period to its Investment Eeserve Fund 
for the purpose of meeting depreciation in the value of its securi- 
ties can be treated as expenditure incurred for the purpose of 
earning the profits of the business in determining the taxable 
income of the insurance company in that year. The reasons for 
this departure from the general rule that reserves are not allowed 
as a business expense are as follows : — ^In the first place it may 
be noted that these adjustments are not optional, the company is 
required to make them in order to ensure that its asset^ are not 
overstated in the valuation. The transfer of sums by a Life 
Assurance Company to Investment Eeserve Fund differs, more- 
over, essentially from the placing of amounts to reserve by a bank 
or ordinary commercial company, either for the purpose of extend- 
ing its business, or for the provision of additional working capital : 
the sums thus placed to reserve are practically speaking composed 
of undistributed profits. There is also a substantial difference 
betweem this transaction on the part of an insurance company, anc 
that by which a bank writes off '-.be depreciation of the securitief 
which it holds. A bank meets depreciation by reducing its Eeserve 
Fund : a Life Insurance Company meets it by reducing its Life 
Assurance Funds, and this reduction may be made either by writing 
down its assets or bj" leaving the assets unaltered, and setting uj 
as a liabilit}’’ an Investment Eeserve Fund equal to the deprecia 
tion. The latter course is usually adopted : but in both cases thi 
depreciation is a loss, and to tax the amount of depreciation woul< 
lead to the anomalous result that the greater the loss to the compan; 
the greater would be the amount which it is required to place ti 
its Investment Eeserve Fund, and consequently the greater th 
tax it would have to pay. 

(vi) On the other hand should the accounts show a credit fc 
“appreciation” of assets, rule 30 juovides for such appreciatio 
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being taxed. The words “as has been otherwise taken into 
account ’ in the latter portion ct rule 30 mean “having been 
-carried to the Life Assurance Lund or otherwise taken into 
account’’. 

The reason for the use of the word “may’’ instead of 
“shall’’ in rules 27, 29, and 30 is that while the concessions con- 
ferred by these rules should be granted as a general practice the 
income-tax authorities retain a discretion to refuse them where the 
concessions have been abused. ' 

Companies carrying on Dividing Society or Assessment 
business are in a different position to the insurance companies pro- 
per in that they have not to build up funds similar to the Life 
Assurance Lund of ordinary Life Assurance business, and their 
profits are not ordinarily ascertainable by actuarial valuation. It 
IS necessary, therefore, to fix some arbitrary method of determining 
the taxable income of companies transacting these kinds of business, 
and under rule 31 this is done by taking 15 per cent., of the pre- 
mium income in the “previous year’’. 

142. Liability of instruments presented to or issued by Income-tax 
authorities to Stamp-duty and Court Fees. 

Affidavits. — (i) Exemption (6) to Article 4, Schedule I, Indian 
Stamp Act, 1899, does not apply to an affidavit required for the 
immediate purpose of being fijed or used in any Income-tax pro- 
ceedings or before the Income-tax Officer or the Assistant Com- 
missioner or the Gommis&'ioner, because none of these ofi&cers 
is a ‘Court’. 

Copies or Extracts. — («) Under Article 24, Schedule I, ibid, all 
copies or extracts certified to be true cojiies or extracts bj^ officers 
in the Income-tax Department are liable to stamp dutj' if under 
the law they are not chargeable with Court-fees. 

Powers of Attorney (Authorisation Letters). — («i) A bare letter 
■of authorisation, i.e., written statement by an assessee that a certain 
person appears on his behalf, does not require to be stamped as 
.a “power of attorney’’. A “power of attorney’’ is a document 
which renders it safe for a third person to treat the agent as though 
he were the principal. Whether a document that is more than 
a bare letter of authorisation, does, in fact, entitle the agent to 
hind the principal is a matter of fact that can only ’oe decided with 
reference to the facts of each case. If it is a “power of attorney’’ 
it is liable to stamp duty. The power of attorney should be 
stamped as an authority to act in a single transaction [Article 
48(c) of Schedule I]. There is, however, nothing to prevent an 
Income-tax Officer granting permission to a representative to 
appear without acting on behalf of an assessee, i.e., merely to pro- 
duce or explain accounts, etc. 

Orders — Copies of. — (iv) Under Schedule I, Article 6, of the 
'Idm-t-fees Act, 1870, every copy of an order passed by an officer 
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in the Income-tax Department in respect of any proceedings under 
the Act is chargeable with Court-fees. 

(v) Under Article 9 of the same schedule, every copy of an In- 
come-tax proceeding or order (not otherwise provided for by the 
Court-fees Act) or copy of any account, statement, report or the like 

Tage 301 — t 

For sub-paragraph (xi) of paragraph 142 substitute, the foUow- 
,ing 

‘‘Appeal — Memorandum of. — (xi) — ^An appeal preferred rmder 
-section 30 of the Indian Income-tax Act, 1922, is liable to court fee 
under Article 11 (a) of Schedule II of the Court Fees Act. {N. B . — 

!No court fee is chargeable on petitions presented under section 33).” 

uuaer-seccion-sms'wppiiea tree ot copymg ciiarges oy tne iuwmc- 
tax Officer on an application by an assessee subject to certain condi- 
tions. Such a copy is also free of court-fee under item 9 of Gov- 
ernment of India Notification No. 4650, dated 10th September 
1899, if for the assessee ’s private use. But if a copy of the assess- 
ment order is filed as an exhibit in support of an apjpeal, etc., it 
must be stamped with the proper court-fee stamp. The position 
is the same in respect of copies of appellate orders rmder section 31. 

Petitions — Ap-plications . — {viii) Under Article 1 of Schedule II 
of the Court Fees Act, 1870, every application or petition presented 
to “any executive officer’’ (which includes any officer in the 
Income-tax Department) for the purpose of obtaining a copy or 
translation of any order passed by such officer or any other docu- 
ment on record in such office is chargeable with Court-fees. 

(ix) Under Article 1 (c) of the same Schedule an application or 
petition presented to the Central Board of Eevenue is chargeable 
with Court-fee. 

Wakalatnama. — {x) Under Article 10 (o) and (c) of the same 
Schedule, a Mukhtharnama or Wakalatnama presented for the 
conduct of any one case to an officer in the Income-tax Department 
■or the Central Board of Bevenue is chargeable with Court-fee. 

Appeal — Memorandum of. — (xi) Under Article 11 (a) and (b) a 
memorandum of appeal presented to an officer in the Income-tax 
Department is chargeable with Court-fee. 

Refunds. — (xii) Applications for refunds under section 48 of the 
Tndiau Income-tax Act are exempt from payment of Court-fees, 
under clause (xx) of section 19 of the Court-fees Act. 

Court-fees — Computation of. — (xiu) In all those cases where the 
•Court-fee is advalorem the monetary value for the purpose «of 
determining the Court-fee is the amount of tax or penalty levied 
by the Income-tax Officer. 

Rates of duties. — (xiv) Stamp duties and Court-fees vary from 
Province to Province. As regards the details of the rates, 
reference should be made to the various Stamps and Court-fees 
Amendment Acts in the different Provinces which have been 
passed in recent years. 
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INDEX TO INCOME-TAX MANUAL 


-Abatements. (See Allowances — Exemptions.) 

Abu, District of, application of th.e Act to . . P. 1. 

Abwabs P. 2. 

Accounting method, for calculating assessable in- 
come • • . . S. 10 (5), 13, P. 13, 

50, 51. 

change of, Income-tax Officer 
may sanction . . . P. 5l. 

Income-tax Officer’s discre- 
tion in regard to method . P. 51. 

Accounting period, for determining assessable in- 
come (see Previous 
year”) .... S. 2 (II), 3, P. 6, 14. 

Accounts, failure by assessee to produce when 
called for, assessment how to be made 
in such cases . . . . . S. 23 (4), P. 88, 89. 

procedure when failure not wilful, 

fresh assessment to be made . S. 27, P. 86. 

prosecution for failure . . . S. 51 (d), P. 88. 

right of appeal forfeited . . S. 30 (I), Prov., P. 

88. 

Income-tax Officer’s power to call for, 
issue of notice .... S. 22 (4), P. 88. 

restriction on . . . . S. 22 (4), Prov., P. 

88. 

Adjustment, system abolished . . , , P. 14. 

under section 19 of Act VII, 1918 . S. 68, Prov., P. 14. 

Administrator-General, liability of, for tax due by 

beneficiary « . S. 41, P. 108. 

Advances of pay to Government Officer, exempt . P. 36. 

Agency, interpretation of ..... S. 42, 43, P. Ill (c). 
Agency rules . . P. 35 (II). 

Agent, of non-resident, includes person treated 
as such by Income-tax Officer, after 
notice ...... G. 43, P. 111. 

Agents, assessable on behalf of non-residents . S. 40, 42 (I), P. 16, 

69, 110, HI. 

Agricultural income. (See Indigo, Sugar and Tea) 

defined . . . S. 2 (I), P. 2. 

exempt , . . S. 4 (3) {viii), P. 2. 

tj2 
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Agricultural income — conid. 

exemption not applicable 
to income from agricul- 
ture abroad 

forest or trees — -income 
derived from, when not 
liable .... 

income partly derived from 
agriculture, assessment of 

non-agricultural income 
from permanently settled 

. land, not exempt . 

power of Central Board of 
Revenue to make rules 
for assessment of . 

Agricultural produce, market value of 

sale of raw, by cultivator, 
etc., income from, exempt 

Air Force, wound and injury pensions exempt 

Allowance, benefit or perquisite, special, exempt . 

Allowances, house-rent, when exempt 

Allowances, inadmissible. (See Deductions from 

taxable income). 

Allowances in assessing business income, admis- 
sible- — 

animals, dead or useless .... 

auditing of accounts, expenditure on, when 
admissible ...... 

bad debts (see ‘ Bad debts ’). 

bonus or commission paid to an employee, 
when admissible ..... 


borrowed capital, interest on . . . 

business taxed for the first time — 

Accumulated depreciation to be allowed 
year by year ..... 

debentures, interest on ... . 

depreciation on buildings, machinery, plant 
or furniture, etc. ..... 

excess of - — — over profits, how to be 
adjusted 


S. 2 (i), P. 2. 

P. 2. 

R. 23, 24, P. 2. 

P. 2. 

S. 59 (2) (a) (i).. 

R. 24. 

P. 2. 

P. 17 (29), (30). 

S. 4 (5) (vi), P. 33. 
P. 33. 


S. 10 (2) (vi'ia), P.fil., 
P. 64. 

S. 10 (2) (miia), P. 
G3. 

S. 10 (2) (in), P. 57, 

P. 59. 

P. 57. 

S. 10 (2) (vi), P. 59,. 
R. 8-9. 

S. 10 (2) (vi), P. 69. 
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Allowances in assessing business income, admis- 
sible- — contd. 

7 

depreciation, etc. — 

plant below ground . , . . . P. 59. 

rent free residences . . , . P. 59. 

embezzlement by employee . . . P. 64. 

insurance against loss of profits, pre- 
mium, when admissible . . . P. 58. 

insurance of buildings, etc. . . . S. 10 (2) {iv), P. 58. 

irrecoverable loans (see ‘ Bad debts ’). 

land revenue, local and municipal taxes S. 10 (2) (viii), P. 

62, 69. 

local rate or tax not dependent on 

profits . . . . . . P. 62, 69. 

obsolescence of machinery, etc. . . S. 10 (2) (w), P. 60. 

partners’ capital, interest on, when ad- 
missible . . . . . . P. 57. 

pensions to ex-employees . . . P. 64. 

provident funds (see major head 
Provident Funds ”). 

railway or tramway (other than electric 
tramway) — -allowances — depreciation, 
obsolescence, repairs — -actual ex- 
penditure — option to substtiute . P. 20, 59. 

xeligious, charitable and educational 
pirrposes, sums received for and spent 
on, not taxable . . . . P. 64. 

rent of premises . . . . . S. 10 (2) (i), P. 55. 

repairs (current), interpretation of . P. 56. 

repairs to machinery, plant or furni- 
ture . . . . . . S. 10 (2) (u). 

repairs to premises . . . . S. 10 (2) (ii), (v), P. 

66 . 

reserve, sums placed to a pension, — ^when 

permissible . . . . . P. 64. 

special expenditure, sums received for, 

when admissible . . . . P. 64. 

successor to a business — -depreciation 
allowance due to predecessor — carry 
forward permissible . . . P. 59. 

superannuation funds, sums contri- 
buted to, by employers, when per- 
missible P. 64. 

Workmen’s Compensation , or Accident 
Insurance Act (VIII of i923), premia 
paid under . . . ' . . P. 64. 
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Allowances in assessing income from other sources, 

admissible . . . . S. 12 (2), P. 68. 

interest on loan raised to purchase 

securities . . . . . P. 68. 

banker’s certificate . . . . P. 68. 

Allowances in assessing professional earnings, 

admissible . . . . . S. 11 (2), P. 67, 69. 

furniture, office equipment or instru- 
ments, replacement, cost of . . S. 11 (2), P. 67. 

Allowances in assessing property, admissible — 

collection charges . . . . S. 9 (7) (vi), P. 46. 

not to exceed 6 per cent . ' . . R. 7. 

charge secured on property and interest 
thereon . . . . . S. 9 (/) {iv), P. 44. 

ground rent . . . . . S. 9 (7) (iv) c& (u), 

69. 

insurance . . . . . ; S. 9 (7) (iii), P. 44. 

insurance against loss of rent, pre- 
mium, when admissible . - . . P. 44. 

land revenue S. 9 (7) (v), P. 69. 

method of calculation . . . . P. 40. 

mortgages, interest due under . . S. 9 (7) (iv), P. 44. 

rent, legal expenses incurred in recover- 
ing . . . . . P. 46. 

rent, unrealised . . . . P. 17 (ST"), 47. 

repairs S. 9 (7) (i) & (ii), F. 

43. 

unrealised rent . . . . .P.17 (37), 47. 

vacancies S. 9 (7) (vii), P. 48. 

Allowances in assessing property, inadmissible . .P. 42, 69. 

Allowances, leave, paid in United Kingdom when 

liable . . ... P. 38 (See Exemp- 

tions). 

Amortisation of capital, depreciation on account of, 

inadmissible . . P. 69. 

Angnl, District of, application of the Act to . P. 1. 

income of persons, other than 
persons in the service of the 
Government, residing in, 
exempt . . . . P. 17 (35). 

Annual value, of house property, defined . . S. 9 (2), P.41. 

of house property in owner’s resi- 
dential occupation, defined • . S. 9 (2), Prov., P. 

41. 

Annuity, deferred, exemption . . . . S. 7 (7), Prov., P, 

11,73. 

Annuity, included in term “ salary ” . . . S. 7 (7), P. 36. 

Annuity, under will, liable . . . . P. 34. 
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Annuity and capital redemption business, profits, 

how calculated .... R. 26, P.141. 

Anticipatory and exemption certificates . . P. 78. 

Appeal, to Assistant Commissioner — 

against assessment . . . . S. 30 (2), P. 101. 

against decision as to the amount of loss 

sustained . . . . . P. lOl. 

against decision regarding accounting 
method P.61. 

against penalty for concealment of in- 
come S. 30 (I), P. 101. 

against penalty for failure to notify dis- 
continuance of business . . . S. 30 (2), P. lOl. 

against refusal to re-assess . . . S. 30 (2), P. 86. 

Appeal, to Commissioner — 

against enhancement of tax hy Assistant 

Commissioner . . . . . S. 32 (2), P. 103. 

againstpenalty for concealment of income S. 32 (2), P. 103. 

Appeal, forfeiture of right of . . . . S. 30 (2), Prov., P. 

86, 88. 

form of . . . . . . S. 30 (5), 32 (2), R. 

21, 22. 

fresh assessment on . . . . S. 31 (>3) (6). 

hearing of . . . . . . S. 31 (2), P. 102. 

adjournment of hearing . . . . S. 31 (2). 

inquiry on S. 31 (2), P. 102. 

limitation ...... S.30 (2),32 (2),67-A. 

non-appearance of appellant, decision to 
he recorded on merits . . . P. 102. 

suspension of payment of tax pending dis- 
posal of . . . . . . S. 45, P. 116. 

verification . . . . . . S. 30 (3), 32 (2),P. 

101 R. 21, 22. 

ppeal, departmental, to Local Government by 

Assistant Commissioner 
or Income-tax Officer . P. 35. 

Appellate powers, of Assistant Commissioner . S. 31 (2), (S),P. 10^. 

of Commissioner . . . S. 32 (3). 

Application of Income-tax Act. (See Exemptions .) 

Appointment of Assistant Commissioner . . S. 6 (4), (5), P. 36 

(n). 

of the Central Board of Revenue . P. 35 (i). 
of Commissioner . . . . S. 5 (3), (5) P. 35 

(ii). 

. S. 6 (4), (5) P. 35 
(u), fw). 


of Income-tax Officers . 



6 


AgpoiiitaiBnts, approval of Local Government when 

required . . . . . P. 35 (ii). 

Atrear o£ rent of land, interest on — when liable to 

income-tax . . . P. 2. 

Assessee, defined S. 2 (2), P. 3. 

personal attendance of . . . S. 23 (2), 61, P. 9 

116. 

personal expenses of, deduction inad- 
missible P. 53. 

representation of, in proceedings. . S. 61, P. 90. 

returns, must be signed by . . P, 90. 

Assessment S. 23. 

cancellation of, by Assistant Commis- 
sioner on appeal . . . . S. 31 (3). 

cancellation of, by Income-tax Officer, 

when sufficient cause shown . S. 27, P. 86. 

confirmation of, on appeal . . S. 31 (3). 

discontinuance of business . . S. 25 (1), (2), P. 9 

enhancement of, by Assistant Com- 
missioner on appeal . . . S. ,31 (3), (a), 

102. 

appeal against such order . . S. 32, P. 103. 

appellant to show cause against order 

of enhancement. . . . S. 31 (3), Prov. 

fresh assessment, on appeal . . S. 31 (3) (6). 

fresh assessment when sufficient cause 

shown, by Income-tax Officer . S. 27, P. 86. 

appeal against refusal to make 

fresh assessment . . . S. 30 (7), P. 101. 

income escaping assessment, method 

of assessing . . . . S. 34, P. 105. 

individual members of firms, associa- 
tions and companies, power to assess S. 23-A. 

mistakes in, rectification of . . S. 35 P. 106. 

order of S. 23 (3). 

copy of, to be granted free . . P. 99. 

place of . . . . . . S. 64, P. 138. 

Assets, wasting, depreciation on, inadmissible . P. 59. 

Assistant Commissioner, appeal to, against assess- 

ment, penalty for con- 
cealment, or failure to 
give notice of disconti- 
nuance of business, or 
refusal to make fresh 
assessment . . S. 30 (7), P. 61, 

88, 101. 

forfeiture of right of . S. 30 (7), Prov.. 

88, 101. 



Assistant Commissioner— cojifcZ. 

form of . . . 

fresh assessment on 
hearing of . 

adjournment of hear- 
ing 

inquiry on . . 

appeal to — 
limitation 

extension of, by 
Assistant Com- 
missioner 

suspension of pay- 
ment of tax pending 
disposal of . . 

verification of . . 

appeal to Commissioner 
against orders of, en- 
hancmg assessment or 
imposing penalty for 
concealment of income . 

appellate powers of , , 

appellant to show cause 
against enhancement 

appointment of, by Cen- 
tral Board of Revenue . 

appointment of, by Com- 
missioner . , 

subject to control of 
Governor-G e n eral, 
exercised through 
Local Government . 

Commissioner may direct 
to exercise powers of 
Income-tax Oflicer 

Commissioner may exer- 
cise powers of . 

defined 

dismissal of, appeal to 
Local Government 

i ncrement of pay, appeal 
to Local Government 
against order withhold- 
ing . 


S. 30 (3), R. 21, P. 
101 . 

S. 31 (3) (6). 

S. 31 (I), P. 102, 
103. 

S. 31 (1). 

S. 31 (2), P. 102. 

S. 30 (2). 

S. 30 (2). 

S. 46, P. 115. 

S. 30 (3), B. 21. 


S. 32, P. 103. 

S. 31 (3), P. 102. 

S. 31.(3), Prov. 

S. 5 (5). 

S. 5 (4). 

S. 5 (4), P. 35 (n). 


S. 6 (4). 

S. 6 (4). 
S. 2 (3). 

P. 35 (iz). 


P.35. 



8 


Assistant Commissioner — condd. 

power to call for return 
of members of firm or 
Hindu Undivided 

- family . . . S. 38 (I). . 

power to call for return of 

names of beneficiaries S. 38 (2). 

power to compound off- 
ence . . . S. 63 (2), P, 128. 

power to direct assess- 
ment of resident on 
profits of non-resident S. 42 (2). 

power to impose penalty 
for concealment of in- 
come . . . S. 28 (1), Pi 87. 

copy of order to be 
sent to Income-tax 
Officer . . . S. 28(2). 

power to impose penalty 
for failure to distribute 
profits in accordance 
with terms of partner- 
ship deed . . S. 28 (2), P. 87. 

power to inspect register 
of shareholders, etc., of 
company . . . S. 39, P. 89. 

power to issue commis- 
sions for the exami- 
nation of witnesses . S. 37 (c), P. 89. 

power to order prosecu- 
tions . . . S. 63 (7), P. 87, 128. 

power to rectify mistakes S. 36, P. 108. 

power to stay prosecu- 
tions . . . S. 63 (2), P. 128. 

power to summon docu- 
ments and witnesses . S. 37 (a), (&),|_P. 89. 

power to take evidence on 
oath . . . S. 37 (6). 

proceedings before, are 
judicial proceedings . S. 37, P. 89. 

Association, individual members, power to assess S. 23-A. 

liability to tax of .... 8.3,66,60,03 (2), P«i 

3. 

principal officer of, defined . .8.2 (72), P. 7. 

return of employes by . . . 8. 21, E>. 17. 

service of notice on . ■ . . 8.03(2). 

Assurance. (8ee Insurance.) 
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Auditors, approved, profit and loss statement by P. 88. 

Autboritics ••••••« S. fi, P. 

Bad debts, deduction not permissible if accounts 

kept on cash basis . . . P. 50. 

deduction permissible if accounts kept 

on mercantile basis . . . P. 50. 

loans, irrecoverable, deduction when 

permissible . . . . . P. 54. 

reserve for bad debts, sums placed to, 

deduction not permissible . . P. 53. 

Balance sheet, foreign income not taxable merely 

by reason of entry in . . S. 4 (2) Explanation. 

Band funds, regimental, compulsory payments to, 

not liable to tax . , . P. 17 (6). 

Bangalore, Civil 'and Military Station, application 

of the Act to . . . . P. 1. 

Bank, securities held as part of capital or reserve 
of, depreciation on, not a permissible 
deduction . . . . . P. 59. 

realisation of, profit on, not assessable . P. 16. 

Banker, certificate by, of deduction of interest on 

securities . . . . . P. 78. 

certificate by, of interest paid on loan for 
purchase of securities . . . P. 39. 

Banking business, irrecoverable loan' — admissible 

deduction . . . . P. 54. 

Baroda, Cantonment of, application of the Act to P. 1. 

Begging, income from professional, assessable . P. 34, Illustration 

(3). 

Beneficiaries, trustees assessable on behalf of . S. 40, 41, P. 108. 
Berar, application of the Act to . . . P. 1. 

Betting, casual gains not assessable . . . P. 34, Illustration 

( 2 ). 

Board of Referees S. 33-A. 


Board of Revenue, Central. (See Central Board of 
/ Revenue.) 

Bombay Presidency, British administered areas in, 

application of the Act to 
Bonus, for services rendered, not exempt 

to retiring employee, inadmissible deduc- 
tion ....... 

Books, authors’ profits, assessable 

Book-makers, profits of, assessable 

Book profits and losses, enter into calculation of 

income on mercantile 
system .... 


P. 1. 

P. 34. 

P. 64. 
P. 34, 
( 5 ). 
P. 34, 
( 2 ). 


P. 50. 


Illustration 

Illustration 
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Borrowed capital, interest on. (See Allowances.) 

British Baluchistan, application of the Act to 

British Indian Subject, income paid to, outside 

British India, when 
chargeable . 

Buildings. (See Allowances, Deductions from tax- 
able income, Propertj’.) 

Burglary Insurance Company, assessment of 

Business, assessment of profits from. (See Allow- 
ances, Deductions from taxable 
income — Exemptions.) 

casual gains from, assessable 

change of ownership, liability of 
successor ..... 

deductions admissible in assessing (See 
Allowances.) 

deductions inadmissible in assessing (see 
Deductions from taxable income) 

definition of .... . 

discontinuance of, assessment (business 
assessed under Act of 1918) 

discontinuance of, assessment (busi- 
nesses commenced after March 1922) . 

discontinuance of, assessment on period 
subsequent to end of previous year, 
discretionary ..... 

discontinuance of, notice to be given by 
assessee ..... 

penalty for failure to give notice 
appeal against penalty 

discontinuance of, assessment, notice to 
be given to assessee 

discontinuance of, recovery of tax 

Business abroad. (See Non-residents.) 

Business abroad, profits and gains of, when taxable 

Business connection in British India. (See Non- 
residents.) 

Business expenses (see Allowances, Deductions 
from taxable income). 

Business premises (see Allowances, Deductions 
from taxable income), 
annual value of, not taxable 
under “ Property ” 

Business, branch, power of Income-tax Officer 


S. 1 (2),P. 1. 

t 

S. 7 (2), P. 1, 15, 37. 
P. 141. 

S. 4 (3) (viti), P. 34. 
S. 26 (2),P. 98. 

P. .53. 

S. 2 (4), P. 52. 

S. 26 (3), P. 14, 96. 
S. 25 (2), P. 14, 90. 

P. 14. 

S. 25 (2). 

S. 25 (2). 

S. 30 (i), P. 101. 

S. 25 (4). 

S. 44, P. 96. 

S. 4 (2), P. 16. 


S. 9 (J), P. 40. 

S. 64 (4), P. 35, (w), 
83. 

P. 90. 


new, assessment of 
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Cancellation of assessment, on appeal . 

when cause is shown . 

Cancellation of order enhancing assessment, by 
Comnxissioner ..... 

. Cancellation of order imposing penalty, hy Assistant 

Commissioner 
by Commissioner. 

Cancellation of registration of a &m . 

Capital (see Allowances, Deductions from taxable 
income). 

Capital, borrowed, subscriptions to certain Mutual 
Benefit societies included in . 

Capital expenditure, inadmissible 

Capital, imported into British India, not liable . 

Cash basis, of accountancy 

Casual receipts, when exempt .... 

examples .... 

Central Board of Revenue, defined 

functions of 

power to appoint Assis- 
tant Commissioners, 

' Commissioners and 

Income tax OfScers 
power to declare foreign 
association to be a 
Company 

power to define pre- 
vious year in certain 
cases, and to dele- 
gate such power 
power to determine 
place of assessment 
assessee to be 
heard 

power to direct to 
whom tax deducted 
from salaries and 
interest on securities, 
should be paid 

power to make rules 
power to prescribe 
Mutual Benefit 
Societies 

power to prescribe per- 
son who should make 
returns of ernployees 


S. 31 (S) (c). 
S. 27, P. 86. 

S. 32(3). 

S. 31 (3) (c). 
S. 32 (3). 

S. 23 {4). 


S. 10 (2) ini), Expla- 
nation, P. 57. 

P. 53. 

P. 15. 

P. 13, 50. 

S. 4(3) (vii), P. 34. 
P. 34. 

S. 2 i4a). 

P. 35. 


S. 5 (5), P. 35. 
S. 2 {6) P. 4. 


S. 2 (11) (6), P. 6. 

S. 64 (3), P. 138. 

S. 64 (3), Prov., P. 
138. 


S. 18 (3), 46 (5), R. 
10-12, P. 115. 

S. 59, P. 35, 133. 


S. 10 (2) {in), Expla- 
naij^ion, P. 57. 

S. 21, R. 15, P. 83. 
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Central India, British administered areas in, appli- 
cation of the Act to . . . P. Is 

Change of ownership . . . . . S. 26, P. 96, 97. 

firms converted into com- 
pany, method of assess- 
ment . . . . P. 97. 


recovery of tax . . . S. 44, P. 96j 

Charges. (See Allowances, Deductions from tax- 
able income.) 

Charging sections. Income-tax • . • • S. 3, P. 3. 

Super-tax . • • •’ S. 55, P- 3, 

Charitable Institution, voluntary contributions to, 

exempt . . . S. 4 (5) (if), P. 21. 

Charitable Institutions, purposes and trusts, ex- 
emption applies if in- 
come set aside for, need 
not be actually spent in 
year of account . . P. 21. 

Charitable purposes, defined .... S. 4 (3), oi yin. 
income from property held 

for, when exempt , . S. 4 (3) (i) (ii), P. 

21 . 

Charity, expenditure on, inadmissible as a deduc- 
tion • . . « • . P« 53. 

Civil Court, portion of salary withheld under order 

of, taxable . . . . . P. 36. 

Civil Courts, jurisdiction barred . , , 8.67* 

prohibited from summoning income- 

tax records . . . . S. 54 (7). 

Coal, depreciation on, as a wasting asset, inadmis- 
sible • P. 59. 


Coal Mines, shafts, tramways, sidings, deprecia- 
tion allowances . . . .P.58. 


Collection charges, allowances for . . , S. 9 (7), {vi), P. 46. 

maximum of 6 per cent. . S. 9 (7) (vi), R. 7, P. 

46. 

Collection of tax. (See Recovery.) 

Collector, recovery of tax by , . , . S. 46 (2), P. 115. 

Colonial Treasuries, salary, etc., dravm at, by 

Officer on duty or leave. P. 17 (27) & (24). 

Commission, included in '' Salaries ” . , , S. 7 (7), 

partner’s, inadmissible as a deduc- 
tion P.57. 

Commission, issue of S. 37 (c), P. SOj 

Commissioner of Income-tax, appeals to. (See 

Appeals.) 
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CoannissioiiGr of Income-tax — contd. 

appointment of, by 
Central Board of 
Revenue 

appointment of, by 
Governor-G e n e- 
ral 

recommenda t i on 
of Local Gov- 
ernment to be 
considered 

Assistant Commis- 
sioners and In- 
come-tax Officers 
appointed by, 
and subordinate 
to . . . 

definition of . 

functions of . 

powers, appellate 
powers 

power to appoint 
Assistant Com- 
missioners and 
I n c o m e-t a x 
Officers 

control of Local 
Government 

power to determine 
place of assess- 
ment in case of 
dispute 

assossee to be 
heard 

power to determine 
“ previous year 

power to direct that 
' powers of Assist- 
ant Commis- 
sioner and In- 
come-tax Officer 
shall be exercised 
by Commissioner 
, and Assistant 
Commissioner 


S. 6 (5), P. 35. (ii). 

S. 5 (2), P. 35 (n). 

S. 5 (3). 

S. 6 (4), P. 35 (n). 

S. 2 (5). 

P. 35 (in). 

S. 32, P. 103. 

S. 6 (4), P. 35 (n). 

P. 35 (ii), 

S. 64 (3), P. 138. 

S. 64 (3), Prov., P. 
138. 

S. 2 (11) (6), P. 6. 


S. 6 (4), P. 36. 
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Commissioner of Income-tax — concldt 

power to direct re- 
covery of arrears 
of income-tax 
like municipal 
tax or local rate 
and by what 

authority . . S. 46(3)'& (4), P. 

116. 

power to impose 
penalty for failure 
to distribute pro- 
fits in accordance 
with terms of part- 
nership deed . S. 28 (2), P. 87. 

power to issue com- 
mission . . S. 37 (c). 

power to levy 
penalty for con- 
cealing income . S. 28 (7), P. 87, 

copy of order to 
be sent to 
I n c o m e-tax 
OfiScer . , S, 28 (2). 

power to rectify 
mistakes . . S. 35, P. 106. 

power to reduce 
partners’ assess- 
ment when firm’s 
assessment is 
reduced • , P. 104; 

power to refer case 
to High Court . S. 66, P. 139. 
may allow inter- 
est on refund 

in such cases . S. 66 (7), Prov. 

power to sanction 
prosecution for 
disclosure of in- 
formation by 
public servant . S. 54 (2), Prov. 

power to summon 
witnesses ^ and 
documents . . S. 37 (6). 

power to take evi- 
dence on oath . S. 37 (u), 

powers of review 
(See Keview 

powers) . . S. 33, P. 35 {h), 104. 



I'S 

ConaniissionBr, proceedings before, are Judicial 
proceedings .... 

Company, assurance (see Insurance Company!). 

defined ...... 

flotation expenses (see Shares, Gost^of 
issuing). 

individual members — ^Power to assess 

’preparation and submission of annual 
returns of income .... 

(preparation and submission of annual 
returns of salaries 

■principal officer of, to furnish certifi- 
cates of deduction of income-tax;, to 
share-holders ..... 

profits of, assessed at maximum rate . 

register of members of, power of in- 
come-tax authorities to inspect 
list of members not to be called for 

shareholder in, refund of income-tax 

to ..... . 


super-tax, liability^ to . . . 

charged at "flat rate 

Compensation for death or injuries, sums paid as, 

not liable . 


Composition o£ ofiences 

may be made before or 
after proceedings 

, , commenced 

•Composition ot tax, not allowed 

under old Act remains in 
force .... 
Concealment of income, penalty for . 

appeal against 

prosecution for 

Consignment business (See Non-residents). 

Consignments, Income-tax Officer not to call for 
statement of — from Railway 
Company . 

Consular employees (seelUxemptious). 

Consuls, foreign (see Exemptions). 

Contract of indemnity, loss recoverable under, in- 

-admisdble . . . 


"S. 37. 


S. 2 (d), P. 4. 


S. 23-A. 


S. 22 (I), P. 84, 86, 
87, R. 18. 

S. 21, R. 16, 17, P, 
83. 


S. 20, R. 14, P. 82, 
116. 

Fin. Act, P. 82. 

S. 39, P. 89. 

P. 89. 

S. 48 (7), R. 14, 37, 
38, P.11, 76, 82, 
116. 

S. 56, P.12, 130. 
Fin. Act, P. 130. 

S. 4 (3) (v), P. 17 
(28) & (29). 

S. 53 (2). 


P. 128. 

P.135. 

P. 135. 

S. 28 (1), P. 86, 87. 
S.30(i), 32 (1), P, 
101, 103. 

S. 51 (c), P. 86. 


P. 89. 


P- 53- 


T 
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Co-operative societies, dividends of, exempt from 

income-tax . . . P. 18. 

liable to super-tax. . P. 18. 

interest on securities beld 
by, liable to income-tax P.18, 
profits of, exempt from in- 
come-tax . . . P. 18. 

liable to super-tax . . P. 18.. 

set off of loss under any 
bead of income that is 
exempt from tax against 
any head of income that 
is not so exempt . . P.18.. 

Copies, of assessment orders, to be granted free .' P. 99.. 

Courts, civil, jurisdiction barred . . . S. 67. 

indemnnification of . . . S. 65. 

receiver appointed by, taxable on 

behalf of estate .... S. 41, P.’ 108.- 
salaries withheld under orders of, 
liability to tax . . . . P. 36. 

High (see High Court). 

Courts o£ Wards, chargeable to tax . . . S. 41, P.' 108^. 

indemnification of . . . S. 65. 

Cultivator, proceeds of sale of raw produce by, 

exempt . . . . . P. 2. 

Death or injuries, compensation for, not liable- . S; 4 (3) (u), P. 17: 

{2S) & {29). 

Debenture-hrolders, register of, power of Assistant 
Commissioner and Income- 
tax Officer to inspect . S. 39, P; 89. 

prosecution for refusing to 
allow inspection, etc. . S. 51 (e). 

Debentures, foreign, interest on, when liable . P.16. 

Deduction of income-tax (see Kefunds). 

omission to deduct direct 
levy of tax . . S. 19, P. 76. 

Deduction of income-tax from interest on securities S. 18 (3), P, 34, 39’ ■ 

78. 

certificate by Income-tax Officer authorising 
non-deduction, or deduction at lower rate. P. 78. 

failure to deduct, personal liability . . S. 18 (7), P. 76. 

prosecution . . . . . . S. 51 (a). 

from salaries . . . . . . S. 18 (2) P. 36, 73,. 

77. 

arrears of tax ffieduotion of . . r S. 46 (5), P. 115. 

failure to deduct, persona Jiiability .• S-. 18 (7), P. 76. 
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prosecution . . , . . S. 61 (a), 

minimum income for deduction , . S. 21 [a), B. IT. 

power to adjust excess or deficiency . S. 18 (2), P. 77. 

recovery by other methods, not barred . S. 18 (5). 

sums deducted, certificate of . . . S. 18 (9), R. 13, P.. 

78. 

prosecution for failure to furnish . S. 51 (6). 

sums deducted, included in taxable income . S. 18 (4), P. 74. 

sums deducted, prynient of, to credit of Gov- 
ernment . * S. 18 (d), R. 10-12. 

sums deducted, treated as tax paid . . S. 18 (5), P. 76. 

credit to be given in assessment of following 

year . . . . . . . S. 18 (5), P. 76. 

Deduction of super-tax, from dividend payable to 

non-resident . . S. 57 (2), P. 131,. 

132. 

Deductions from annual value, what admissible . S. 9 (i), P. 42, 69. 

Deductions, from taxable income, admissible (see 
Allowances, Exemptions). 

Deductions, from taxable income, inadmissible, 
examples of : — 

amortisation of capital, depreciation for . P. 59. 

assets, cost of addition, alteration, extension, 

etc. ....... P. 53. 

bonus to employees . . . . . P. 63. 

brokerage on loans (in assessing property) . P. 42, 
capital expenditure . . . . . P. 53. 

cesses (in assessing income from mining royal- 
ties) . . . . . . . P. 69. 

cess, rate or tax levied on profits — any sums 
paid on aecount of . . . . . P. 53. 

charity, expenditure on . . . . P. 53. 

commisision, partners . . . . . P. 57. 

compensatory local allowance . . . P. 33. 

Cutch exchange compensation allowance . P.33. 

depreciation, except as allowed in S. 10 (2) 

(vi) R. 8, P. 53, 59 

expenditure not incurred solely for the pur- 
pose of earning the profits taxed . . P. 53. 

income-tax . . . . . . P. 53. 

income-tax and excess profits duty paid in 

England . . . ... . P. 69. 

legal charges relating to loans, etc. . P. 42. 


V 2. 
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Beiuctions, from tai^able income, inadmissible, 
examples of : — conoid. 

losses of previous years . . . . P. 53. 

municipal and local rates (in assessing pro- 
perty) . . . , , . . P. 42. " 

partners’ capital, interest on . . . P. .53. 

partners’ drawings, pensions and salaries . P. 53, 64. 
pensions, ex-partners’ . . . . P. 53, 64. 

political purposes, expenditure on . . P. 64. 

private or personal expenditure . . S. 11 (2), 12 (2), P. 

53. 

rental value of business premises owned by 

assessee . . . . . . P. 53. 

reserve for bad debts, or equalisation of 

dividends ...... P. 53. 

reserve, insurance . . . - . P. 58. 

rolling stock of railways, depreciation on . P. 59. 
salaries, partners’ . . . . . P. 53. 

super-tax P. 53- 

taxes conditional on earning profits . . P. 69. 

taxes except land revenue and local rates or 

municipal taxes on business premises . P. 53. 

-taxes paid abroad . . . . . P. 69. 

wasting assets, depreciation on . . . P. 59. 

Default, in making return or producing accounts, 
etc. — • 

forfeiture of right of appeal . . . S. 30 (7), Pfov., P. 

86, 88. 

method of assessment . . . . S. 23 (4). 

Default, in pa^’^ment of tax — ■ 

penalty for default . . . . '. S. 46 (1), P. 115. 

personal liability in case of failure to deduct 

tax at source . . . . . S. 18 (7), P. 76. 

prosecution for . . . . . S. 51 (a), P. 76, 

recovery of tax from defaulter . . . S. 46, P. 115. 

Deferred annuity, deduction towards, exempt , S. 7 (7) Prov., P, 11, 

73. 

Definitions — 

Agricultural income . . . . '. S. 2 (7), P. 2. 

Assessee . . . . . . . S. 2 (2), P. 3. 

Assistant Commissioner . . . . S. 2 (3). 

Business . . . . . . . S. 2 (4), P. 52. 

Commissioner S. 2 (5). 

Company S. 2 (6), P. 4. 
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Definitions — concld. 

Firm ....... 

Income-tax ofiScer ..... 

Magistrate ...... 

Partner and partnership .... 

Person ....... 

Prescribed . . - . 

Previous year . . . ’ . 

Principal officer ...... 

Provident funds, recognised 

Public servant ...... 

Registered firm ..... 

Total income ...... 

Unregistered firm ..... 

Demand, notice of 

prompt issue of .... 

Depreciation. (See Allowances, Deductions from 
taxable income.) 

aggregate allowances, not to ex- 
ceed original cost . 

calculated on cost to assessee 
claim to be supported by account 

excess of — over profits may be 
carried forward 

> rates of .... . 

to be allowed in full, when profits 
permit .... 

shipping companies , 

successor to business, deprecia- 
tion, how calculated 

Disclosure of information by pubbc servant — 
prosecution for ..... 
sanction to ..... . 

Discontinued business, assessment of . 

discontinuance of one busi- 
ness or profession out of 
several — benefit of Sec- 
tion 25 (t3) to be allowed 

notice^ of discontinuance . 


S. 2 (d-A)'. 

S. 2 (7). 

S. 2 (S). 

S. 2 (d-A). 

S. 2 (9), P. 3. 

S. 2 (10). 

S. 2 (II), P. 6- 
S. 2 (12), P. 7. 

S. 68-A. 

S. 2 (id), P.9- 
S. 2 (14), P. 10. 

S. 2 (15), P. 11. 

S. 2 (id), P. 10. 

S. 29, R. 20, P. 100, 
116. 

P. 116. 


S. 10 (2) (vi), Prov- 
(c). 

P. 59. 

P. 59. 

S. 10 (2) (vi), Prov.,. 
(b) P. 59. 

R. 8. 

P. 59. 

P. 112. 

P.5 . 

S. 64 (2), P. 129. 

S. 54 (2), Prov. 

S.25 (1),(2), (3),(d)> 
P. 14, 96. 


P. 96. 

S. 26 (2), P. 96. 
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sconfinued business— concZtf. 

penalty for failure to give 
notice 

cappeal against penalt}’’ 

period ■within 'vdiich claim 
to assessment under Sec- 
tion 25 ma}’’ be made 

recovery of tax 

Discontinued firm or partnership, liability of mem- 
bers 

Dismissal, appeal bj”^ Assistant Commissioner or 
Tncomc-tax Officer to Local Govern- 
ment against .... 

District Board, inoluded in “ Local Authorities ” 

Dividend, ccrti ficate t o be furnished to recipient by 
Principal Officer of Company . 

not in proper form, when accepted . 
duplicates of certificates when acoepfed 

returns by Principal Officers of Com- 
panies ...... 

form of certificate .... 

prosecution for failure to furnish 

income-tax on, not pn 3 uablc by share- 
holder ...... 

refund of .... . 

super-tax on, pajuable bj' sluareholdcr 

tea-companies, 40 per cent, of, from, to 
be included in shareholders’ total 
income ...... 

Dividing Society, assessment of . 

Documents. (See Evidence.) 

Dominion Government, trade conducted b,y — 

liability to tax 

Double income-tax, claim, for relief after period of 

limitation, ■when admissible 

Corporation Profits Tax 
(United Kingdom) not to 
be deducted 

relief in case of companies 
assessed separatel 3 >- in India 
but jointly in the United 
Kingdom 


S. 25 (2). 

S. 30 (i),P. 101. 

P. 06. 

S. 41 . P. 90. 

S. 44, P. 96. 

P. 35. 

F. S. 

S. 20, P. 82, IIG. 

P. 82. 

P. 82. 

S. 19- A. 

P. 14, P. 82. 

S. 51 (6). 

S. 14 (2) (a), P. 11. 

S. 4S (7), Pv. 30-40, 
P. 116. 

S. 55, P. 130. 

R. 24, P. 2. 

P. 141. 


P. 5. 

S. 50. 


P. 120. 


P. 120. 
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.Double income-tax — ccncldi 

relief in case of income taxed 
both in an Indian State and 
British India . . . P, 124. 

relief in case of income taxed 
, both in British India and 
Ceylon . . . . P. 125. 

relief in case of income taxed 
both in the United King- 
dom and British India . S. 49, P. 120, 123. 

method of calculating relief 

in India . . . . P. 122. 

Drawing s,pax(ners’. (See Deductions from tax- 
able income.) 

'Edueationj scholarships granted to meet the cost of, 

exempt P. 17 (d), 21. 

■JElectric tramways, rates of depreciation . . E. 8 (d). 

^Employers 5 return of emplo 3 ^ees to be furnished bj- S. 21, K. 15-17, P. 

83. 

prosecution for failure to furnish S. 51 (c). 

Eviclence, power of Commissioner, Assistant Com- 
missioner and Income-tax OfScer to 
' summon persons and documents, issue 
commissions and take evidence on 
oath S. 37, P. 89, 111. 

power of Income-tax Officer to call on 
assessee to produce . . . S. 22 (4), 23 (2), P. 

88, 89, 111. 

failure to produce, forfeiture of right of 
appeal S. 23 (4), P. 89. 

prosecution for failure . . . . S. 61 (d), P. 88. 

Exemptions from income and super-lax — 

agent in British India of Indian Prince or 
State, official allowance paid to . , P. 17 (J). 

agricultural income ..... S. 4 (d) (ot’u), P. 2. 

exemption not applicable to income from 

agriculture abroad . . . . S. 2 (I), P. 2. 

agricultural produce, raw, sale of, by culti- 
vator, etc., income from, exempt . .P.2. 

'.allowance or perquisite, special . . . S. 4 (5) (vi). 

allowance, Victoria Cross, Military Cress, 

Order of British India, Indian Order of 

Merit P. 17 (7). 

association of individuals, share of income of, 

not included in total income of assessee . S, 14 (2) (c). , 
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Exemptions from income* and super-tax — contd’. 

British Warrant and Non-Commissioned 
Officers, education of children, free, or 
grants for — value of ... . 

Bha tax', income derived, from 

certificate by Income-tax Officer authorising 
non-deduction ..... 

casual or non-rccurring receipts 

charitable or religious institutions, income 
from voluntary contributions • 

charitable orreligious purpose, income derived 
from property held for .... 

Colonial Treasury, leave allowance or salaiy 
drawn from ...... 

Colonial Treasury, pensions draun from 

Consuls, Representatives and Consular em- 
ployees, foreign, official salaries and fees of 

Co-operative Societies, profits of (but not 
interest on securities) .... 

death or injuries, compensation for 

deferred annuity''' — sums deducted by Govern- 
ment from salary to provide 


included in total income .... 

limit of one-sixth of salar}'^ .... 

Delhi camp and moving allowance 

District of Angul, persons, other than persons 
in the service of the Government, residing 
in the, income of . 

dividend'*' received by shareholder, if company 
taxed ....... 

included in total income 
education, scholarship for .... 

educational institution, income of, from fees, 
etc. ....... 

Government securities held by Ruling Chiefs 
and Princes of India, interest on 


P. 17 
P. 17 (3). 

P. 78. 

S. 4 (3) {vii), P. 34.. 

S. 4 (3) (ti), P. 21. 

S. 4 (3) (»•), P. 21. 

P. 17 {21). 

P. 17 {24). 

P. 17 {!). 

P. 18. 

S. 4 (3) (u). 

S. 7 {!), Prov., P: 
11,73. 

S. 16 (J),P. 11. 

S. 7 {!), Prov. 

P. 33. 

P. 17 (34). 

S. 14 (2) (a). 

S. 16 (7). 

P. 17 (5), 20. 

P. 17 (12). 

P. 17 (3), 78. 


*Noto exempt from super lax. 
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Exemptions from income and super-tax— co7?f(?'. 

Government of India securities, purchased 
through Post Office, interest on 

included in total income 

Government of India securities*, tax-free, 
interest on . ... 

included in total income 

Governor General may exempt income or 
reduce the rate or grant' relief . 

Hindu Undivided Family, share of income of, 
not included in total income of member 

not liable to super-tax 

Indian Church, lump grants made by Govern- 
ment to ...... 

Indian Prince or State, agent of, official allow- 
ance paid to, in British India . 

Indian State, salary and allowance of officers 
deputed by, for training in British India . 

injuries, compensation for , . • . 

injury gratuities. (See gratuities, wound, 
above.) 

insurance policy,, sum paid in commutation of 

insurance premia, accident and sickness poli- 
cies ....... 

insurance premia, fire .... 


insurance premia,* life . . . . 

abatement may be allowed by persons or 
Officers paying salaries 

abatement may be allowed if claimed within 
six months ..... 

included in total income .... 
limit of one-sixth of total income 


P. 18.. 

P. 18. 

S. 8, Prov., 18 {!):. 
S. 16 (i), P. 11. 

S. 60 (2) S (2). 

S. 14 (2), P. 11,70;- 
S. 58, 14 (2), P. 70.- 

P. 38. 

P. 17 (2). 

P. 17 (4). 

S. 4 (3) (v), P. 17.. 


S.4'(5) (V). 

P. 73. 

S. 9 (2) (m), 10 (By 
(iv), P. 44, 68. 

S. 15 (2), (2), P. llv- 
73. 

P. 73, 77. 

P. 73. 

S. 16 (2),P. Ill 
S. 15 (3). 


*Note exempt from super-tax* 
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]®semptions from income and super-tax — contd. 

invalid pensions. (See pensions below.) 

premia paid from Provident Pund — rebate 
not admissible ..... 

registered firm — partner — rebate ad- 
missible ...... 

'International Labour Office, salaries of Corre- 
spondent and his staff .... 

‘Jangi Inams ...... 

leave allowance or salary paid in United 
Kingdom or Colonies .... 

Light-house keepers in the Red Sea, salaries 

of ....... 

local authority, income of ... 

Mysore Durbar bonds, 1920-21 

partner’s share in the profits of a firm which 
has discontinued business wdien exempt 

.passage money, widows and orphans, contri- 
butions made by an officer to provide 

pension, sum paid in commutation of . 

pensions, drawn in Colonies or United King- 
dom ....... 

pensions, military, naval or air forces, invalid 
or wound ...... 

Perquisites, value of, free passage — free tiffin, 
etc., not convertible into money 

Perquisites — free residences — ^high officials . 
Post Office cash certificates, yield of . 

Post Office, Government securities purchased 
through, interest on ... . 

included in total income . ... 

Post Office Savings Bank, interest on deposits 

Power of Governor-General to exempt income 
or reduce rate ..... 

’Property held under trust, etc., for religious 
or charitable purposes — interpretation 

'Provident Funds. (See under major head 
“ Provident Funds ”.) 

■Regimental mess or Band Fund, compulsory 
pa3’'ment to ... . . * 

-Rent payable but not paid by a tenant of 
an assesses, when exempt 


P. 73. 

P. 73. 

P. 17 (75). 

P. 17 {9). 

S. 17 (27), (22), (23). 

P. 17(23). 

S. 4 (3) {Hi). 

P. 17 (27). 

P. 18. 

P. 73. 

S. 4 (.3), (V). 

P. 17 (24). 

P. 17 (25) & (2.9). 

P. 33. 

P. 17 (36). 

P. 17 (79). 

P. 18. 

P. 18. 

P. 17 (77). 

S. 60. 

P. 21. 


P. 17 (f). 

P. 17 (37), 47. 



25 


■Exemptions £rom income and super-tax— coTjcic?. 

R.e'wards — language examinations . . P..34. „ 

Salary, bonus, commission and sums paid in 

lieu of interest, "vrlien exempt . . P. 18. 

included in total income . . . P. 18. 

Bcbolarsliips for education .... P. 17 (5), 21. 

Simla House Rent Allowance . . . P. 33. 

soldier’s paj'’, compulsoiy allotments from . P. 73. 

Trade Commissioners in India, salarj’- of , P.17, 

Trustees, income received by, on behalf of 
recognised provident funds . . . S. 4 (3) (ix). 

Tuition grants for language examination ■ — 

not treated, as rewards . . . . P. 33. 

United Kingdom, leave allowance, salary or 
pensions paid in ..... V.Y1[20). 

Universitj’-, income of, from fees, etc. . . P. 17 {12). ■ 

value of rations issued in kind or monev, 
alloAvances paid in lieu thereof, to Military 
officers . , . . . . P. 17 (SO). 

value of rent-free quarters occupied by, or 
money allowance paid in lieu thereof to, 
officers, etc., of Military, Air, Kaval and 
Marine Porces ..... P. 17 (37). 

widows, orphans and old Age Contributory 

Pension Pund, 1925, contributions to . P.73. 

wound, gratuities, pensions. (See gratuities, 
pensions, above.) 

Exchange, conversion of profits of sterling com- 
panies . . . ... , P. 65. 

Extent o£ Act S. 1 (2), P. 1. 

Palse return by assessee, consequence of (see 

Penalty, Prosecution). . , . . P. 87. 

False statement in declaration, etc., penal offence S. 52, P. 87. 
Fees— 

Pees (other than retaining fees) paid to 
Government pleaders and Public Prosecu- 
tors, not salaries . . . . . P. 36. 

Honoraria or fees paid to Government servants 
by local bodies or private persoiiB. — wlieii 
chargeable as salary . . . . P. 36. 

Income of University or educational institu- 
tion from, exempt ..... P. 17 (72). 

Professional, paid in India to person ordinari- 
ly resident in British India, chargeable S. 11 (3), P. 15. 

■“ Salaries ” includes .... S. 7 (7). 
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Foreign income — concld. 

owner or ciiarterer of a ship 
residing out of British India^ — • 
liability of . 

professional fees paid outside 
British India to person residing 
in British India, liable 

salaries paid outside British 
India, when liable . 

Forest, income from — ^when not liable 

Forms — 

Appeal to Assistant Commissioner against 
assessment ...... 


S. 44-A to 44-0. 


S. 11 (3), P. 16. 

S. 7(2),P. 1,15, 37. 
P. 2. 

R. 21. 


Appeal to Commissioner against enhance- 
ment ....... R. 22. 

Application for depreciation allowance . R. 9. 

Application for refund of tax by resident . R. 30. 

Application for refund of tax by non-resident R. 36-A. 

return of total income to accompany the 

application . . . . . R. 37-A. 

Application for registration of firm . . R. 3. 

Assessment form . . . . . R. 20. 


Certificate of collection of dividends on shares 

by bankers ...... P.81. 

Certificate of deduction of tax on interest on 
securities, furnished by banker . . P.78. 

Certificate of deduction of tax on interest on 
securities, furnished by person paying in- 
terest R. 13, P. 78. 

Certificate of Income-tax Officer authorising 
non-deduction of tax on interest on secu- 
rities . . . . . . . P. 78. 

Certificate of payment of tax on profits of 
a company . . . . . . R. 14, P. 82- 

Certificate of registration of firms . . R. 4 (2). 

Demand notice . . . . . R. 20. ' 

Depreciation allowance. (See Application, 
above.) 

Return of employees . . . . R. 17, P. 83, 

Return of income of Company . . . R. 18, P. 84- 

Return of income of individual, firm or Hindu 
Undivided Family . . . , . R. 19, P. 85- 

Statement of interest deducted from securi- 
ties R. 12. 

Statement of property . . . . R. 19. 
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Free quarters, value of, when taxable 

Frontier Agency tracts, included in expression 
“ Dominions of Princes and Chiefs in India 

Furniture, depreciation allowance on . 

replacements may be allowed instead 

of 

insurance of, allowance for 
repairs to, allowance for . 

Gazette of India, notification in, of appointments 
of Commissioner, Assistant 
Commissioner or Income-tax 
officer by Central Board of 
Revenue .... 
notification in, of exemptions, 
etc. ..... 
notification in, of rules 

Government loan, premium on redemption of— 
not bable ...... 

Government, Local (see Local Government). 

Government office, return of employees 

Government officer, indemnification of, for acts 

done in good faith . 

Government officers lent to and paid by Indian 
States — 

Leave allowances and pensions liable . 
Salaries when liable . ' . 

Government officers, serving outside British India, 

when liable to tax ..... 

Government officers, serving outside India, when 
liable to tax ...... 

Go vernment of India Promissory notes, enfaced for 
payment in England, interest on, liable to tax 

Government of India Securities,— 

income-tax pay- 
able on interest 
on, unless issued 
or declared tax- 
free 

interest on, ex- 
empt from in- 
come-tax and 
super-tax in 
certain cases , 
mterest on, super- 
tax payable on," 
including those' 
free of income- 
tax- 


P.- 33. 

3 ? 1 . 

S. 10(2)(w),R.8— 9, 
P.59. 

P. 59. 

S. 10 (?) (w), P. 58. 
S. 10 (?) {v). 


S. 5 (0). 

S. 60. 

S. 59 (^), (5). 

P. 34, Illustration 

( 4 ). 

S. 21, R. 16, 17, P. 
83. 

S. 67. 


P. 37. 

P. 37. 

S. 1 (?), 7 (?), P. L 
37. 

P. 38. 

P. 16. 


S. 8, P. 39. 


(See Exemptions.) > 


S'. 8, Prov., 58 ( J), . 
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Honoraria (See Fees). 

House property (see Property). 

income from dealings in, when 
taxable ..... 

House rent allowances, when liable to tax . 

Idiot, liability of guardian or trustee . 

indemnification of guardian 
Income, agricultural, exempt . . . , 

definition of . 

exemption not applicable to income 
from agriculture abroad 

agriculture, partly derived from, 

assessment of . 

calculation of, fractions of rupee disre- 
garded ...... 

concealment of, penalty for . 

escaping assessment, method of assess- 
ing ...... 

rate applicable .... 

foreign, when taxable . . » . 

(See Business abroad — 

Non-residents) 

heads of, chargeable .... 

return of . (See Return of income.) 

return of — 

by company .... 

by individual, firm or Hindu Undi- 
vided Family .... 

total. (See Total Income.) 

Income-tax, calculation of, to nearest anna 

Commissioner of. (See Commissioner 
oJ’ Income-tax). 

computation of, income-tax and excess 
profits duty paid in United King- 
dom not a permissible deduction 

deduction of. (See Deduction of In- 
come-tax.) 

direct levy of .... 

double, relief in case of income taxed 
both in the United Kingdom and in 
India . . , . . 


P. 34. 

P. 33. 

S. 40, 41, P. 108. 

S. 65. 

S. 4 (3) (vni), P. 2. 
S. 2 (1), P. 2. 

S. 2 (1), P. 2. 

R. 23, 24, P. 2. 

P. 107. 

S. 28 (J). 

S. 34, P. 105. 

S. 34, Prov., P. 105. 

S. 4 (2), 7 (2), 11 (3)> 
42 P. 15. 


S. 6, P. 13. 


S. 22 (i), R. 18, P. 
84. 


S. 22 (2), R. 19, P. 
85. 


S. 36, P. 107. 


P. 68. 


S. 19, P. 76. 
S. 49, P. 120. 
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Income-tas Ofiacer, appointment of, by Central 

Board of Revenue 

appointment of, by Commis- 
sioner (to whom subordi- 
nate) .... 

appointment of, notification 
of, in Gazette of India 

appointment of, subject to 
control of Governor-General, 
exercised through Local Go- 
vernment 

definition of . . . 

dismissal of, appeal to Local 
Government 

increment of pay — appeal to 
Local Government — against 
order withholding — 

power to allow change of pre- 
vious year “ on conditions.” 

power to assess resident on 
profits of non-resident in 
certain cases . 

power to call on assessee to 
produce accounts or docu- 
ments .... 

limitation of power . 

power to call on assessee to 
produce evidence 

power to call for return of 
members of firm or Hindu 
Undivided Family . 

.power to call for return of 
names of beneficiaries 

power to cancel assessment 
when sufficient cause 
shoivn .... 

‘ ' power to declare agent of non- 

resident, after notice 

power to declare principal 
ofScer of company, etc., 
after notice 

rpower to determine basis for 
computation of income 

appeal against decision 

power to enquire about profits 
of branch business , 


S. 5 (5). 

S. 5 { 4 ), P. 35 (iv). 
S. 5 (5). 

S. 5 (4), P. 35 (ii). 
S. 2 (7). 

P. 35. - 

P. 35. 

S. 2 { 11 ) (a), Prov. 
P. 6 

S. 42 (2), R. 33. 

S. 22 (4), P. 88, 111. 
S. 22 (4), Prov. 

S. 22 (4), 23 (2), P. 
89. 

S. 38 {!). 

S. 38 (2). 

S. 27, P. 86. 

S. 43. 

S. 2, (22), P. 7 

S. 13, Prov., P. 51. 
P. 48. 

S. 64 (4), P. 35 (iv). 

w 2 
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laoome-tax Officer — concU. 

power to extend time for re- 
turn of income bj' com- 
pany .... 

power to impose penalty for 
concealment of income 

assessee to be heard . 

power to impose penaltj* for 
default in payment . 

power to impose penalty for 
failure to distribute profits 
in accdrdance with terms of 
partnership deed 

power to impose penalty for 
failure to give notice of dis- 
continuance of business 

power to inspect register of de- 
benture holders 

power to inspect Share register 
of Company 

power to issue certificate 
authorising non-deduction 
of tax on interest on secu- 
rities, or deduction at lower 
rate .... 

power to issue certificate of 
arrears to Collector for re- 
covery .... 

power to make fresh assess- 
ment when sufficient cause 
shown .... 

appeal against refusal to 
make fresh assessment . 

power to rectify mistakes 

power to require deduction of 
arrears of tax from salary 

power to summon persons and 
documents, issue commis- 
sions and take evidence on 
oath .... 

powers of, to be exercised by 
Assistant Commissioner 
when so directed by Com- 
missioner . 

proceedings bHore, are judi- 
cial proceediugs 

review Income-tax officer has 
no general power of . 


S. 22 (I), Prov- 

S. 28 (I),P. 87. 

S. 28 (2), Prov. 

S. 46 (2), P. 115.. 

S. 28 (2), P. 87. 

S. 25 (2), P. 96. 
S. 39, P. 89. 

S. 39, P. 89. 

P. 78. 

S. 46 (2), P. 115.. 

S. 27, P. 86. 

S. 30 (2), P. 101. 
S. P. 106. 

S. 46 (5), P. 115. 

S. 37, P. 89, 111.. 

S. 5 (4), P. 35. 

S. 37. 

S. 35, P. 106. 
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Income-tax records, Civil Court not to summon . S. 54 (i), P. 129. 

Increase of assessment on appeal. (See Assess- 
ment, enhancement of.) 

Indemnification of Government officers for acts 

done in good faith . . . S. 67. 

of persons deducting, retaining or 
paying tax in respect of income 
belonging to another . . S. 65. 

Indemnity, contract of — loss recoverable under, 

inadmissible . . . . . . P. 53. 

Indian Income-tax, meaning of the expression . S. 49 (2) (o). 

rate of tax, meaning of the 

expression . . . S. 49 (2) (6). 

Indian Order of Merit, allowance attached to, ex- 
empt P. 17 (7). / 

Indian Princes, Agents of, official allowance paid 

to, in British India, 
exempt . . . P, 17 (I). 

Government securities 
^ held by, in special 

form, interest on, 
exempt . . . P. 17 (8). 

Indian States, Agents of, official allowance paid 

to, in British India, exempt . P. 17 (1). 

British subject in, application of 

Act to . . . . . S. 7 (2). 

Government servants in, applica- 
tion of the Act to . . . S. 1 (2), 7 (2), P. 1, 

37. 

interest on loans advanced in, to 
persons resident in British India, 
when not liable . . . P. 15. 

interest on securities held by — • . . P. 17 (8), 79. 

■officers deputed by, for training in 
British India, salary and allow- 
ances of, exempt . . . P, 17 (4). 

reliefinrespect of double taxation . P.124. 

residents in, payment of refunds 

.to P. 78, 116. 

salaries, leave allowances and pen- 
sions of officers lent to, and paid 
by, when liable . . . P. 37. 

trade conducted by — ^liability to 
tax . . P. 5. 
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Information, disclosure of, by public servants, p ro- 

secutionfor .... S. 54 (J), (2), P.129c. 

power of Commissioner to sanc- 
tion S. 54 (I). 

disclosure of, to local authorities for- 
bidden . . . . ’ . P. 129. 

Injury, compensation for, not liable . . . S. 4 (3) (v). 

gratuity, exempted. (See Exemptions.) 

pensions in respect of, granted to naval, 
military or air forces, exempt . . P. 17 (28). 

Insurance, against loss of profit, premium, when 

an admissible deduction . . P. 58. 

/* 

against loss of rent, premium, when an 
admissible deduction . . . P. 44. 

Company, non-resident, assessment of R. 35, P. Ill, 141.. 

policy, loss recoverable under, inad- 
missible . . . . . P. 53. 

sum paid in commutation of, ex- 
empt S. 4 (3) (v). 

premia. (See allowances and exemp- 
tions.) 

premia, abatement on, may be allowed 
if claimed within six months . . P. 73. 

premia payable in sterling, rate of con- 
version for purposes of abatement . P. 73. 

premia, private employer may give 

abatement for . . . . P. 73, 77. 

Society, Provident, interest on securi- 
ties of, when exempt . . . S. 4 (3) {iv), P. 23. 

Insurance company, assessment of . . . S. 59 (2) (a) (ii), P. 

141, R. 25—32,36. 

power of Central Board of Re- 
venue to make rules for . S. 59 (2) (a) (ii). 

Interest on arrear of rent of land, when liable . P. 2. 

on borrowed capital, allowed in assessmg 
business . . . . . . S. 10, (2) (Hi), P. 67.. 

on deposits in Post Office Savings Bank, 
exempt . . . . . . P. 17, 11, 

on foreign debentures, when liable . , P. 16. 

on Government securities, held b 3 ’^ Indian 
Chiefs and Princes, exempt . . P. 17 (8), 78. 

on Government securities purchai^ed 
through Post Office, exempt . . P. 18. 

included in total income . . . P. 18- 



37 


Interest — contd. 

on Government of India Promissory Notes 
enfaced for payment in England, 
Ixa'ble •••••• 

on Government of India Securities, ex- 
emption from income-tax in certain 
cases. (See Exemptions.) 

on Government of India Securities, in- 
come-tax payable on, unless issued or 
declared tax-free .... 

on Government of India Securities, super- 
tax payable on, including those free of 
income-tax ..... 

on Government of India Sterling Secu- 
rities, when liable .... 

on mortgages, allowed in assessing pro- 
perty 

on partner’s capital, when an admissible 
deduction ..... 

on refund of tax overpaid as a result of the 
decision of High Court 

on securities, certificate of deduction of tax 
furnished by banker .... 

on securities, certificate of deduction of 
tax furnished by officer pajHrg in- 
terest ...... 

on securities, certificate of Inccme-tax 
Officer authorising non-deduction or de- 
duction of tax at a lower rate 

on securities, deduction of income-tax at 
source, from. (See Deduction of in- 
come-tax.) 

on securities held by Co-operative Socie- 
ties, assessable ..... 

on securities, income-tax on, when payable 
direct ...... 

on securities issued tax free by Local Gov- 
ernment, tax payable bj’^ Local Govern- 
ment ...... 

on securities, meaning of . . . 

, on securities of provident fund or Provi- 
dent Insurance Society 

on tax-free securities, taken into account 
in determining the total income of 
assesses ...... 


P. 16. 

S. 8, Prov. {!), P. 39. 

S. 8, 68 (I), P. 39. 

P. 16. 

S. 9 (1) {in), P. 43. 
P. 57. 

S. 66 (7), Prov. 

P. 78. 

S. 18 (9), R. 13, P. 
78. 

P. 78. 

P. 18. 

S. 19, P. 76. 

S. 8, Prov. {2), P. 39. 
P. 32, R. 19, Note 2. 

S. 4 (3) {iv), P. 23. 

S. 8, Prov., 16 (I), 
P. 11. 
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Interest — concld. 

on tax-free securities, of Local Govern- 
ment, tax on, paid by Local Govern- 
ment 

Invalid pensions, military, naval or air forces, ex- 
empt • * • • • 

Investment Reserve Fund, of Insurance Company, 

treatment of amounts 
credited to 

Irrecoverable loan, when a permissible deduction 

(See Bad debts.) 

Jagirdar — ’assignment of land revenue to — not 
assessable ..... 
Judicial proceedings, proceedings before Commis- 
sioner, Assistant Commis- 
sioner and Income-tax 
OfScer are . 

Land Revenue — 

assignment of — to Jagirdar not 
assessable .... 
on business premises, permis- 
sible deduction 

Leave allowances, paid in United Kingdom, when 
liable. (See Exemptions) 

Legacies, lump sums exempt .... 

Legal charges, when inadmissible in assessing pro- 
perty ..... 

Life Insurance Companies (see Insurance Com- 
panies, Insurance 
Society, Provident). 

Life Insmar ce Premia (see Insurance Premia). 

exemption of . 

claim to, evidence requir- 
ed . 

procedure when receipts 
produced subsequently 
deduction may be made 
by person paying 
salary (or claimed in 
assessee’s return) 
exemption in case of 
Hindu Undivided Fa- 
mily 

included in total income 
for income-tax . 


S.8,Prov.(2),P. 39. 
P. 17 (28) & (29). 

R. 30, P. 141. 

P. 54. 

P. 2. 

S. 37. 

P. 2. 

-S. 10 (2) {viii), P, 
62, 69. 

P^38. 

P. 34, Illustration 
( 6 ). 

P. 42. 

S. 16 (I), 58, P. 11, 
73. 

P. 73. 

P. 73. 

P. 73. 

S. 15 (2), P. 73. 

S.15 (1), (2), (16) 
(1), P. 11. 
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Life Insurance Premia — concld, 

limit of l-6tli of total in- 
come . ' . . S. 15 (5), P. 11. 

limitation, computation 

of period , . . P. 140. 

responsibility of officer 
deducting tax at the 
source . . . P. 73. 

s\iper-tax, not exempt 
from . . . S. 15 (7), 58, P. 73. 

Limitation on proceedings to recover tax . . S. 46 (7), P. 115. 

inapplicable in case of non-resident . . S. 42 (7), Prov., P. 

115. 

Loans — irrecoverable. (See Bad debts.) 

Local Authority, established bj^^ Governor-General 
in Council, income paid by, to 
British subject or servant of 
His Majesty in any part of 
India, liable . . . S. 7 (2), P. 1, 15, 37. 

return of emploj-ees by . . S. 21, R. 17, P. 83. 

failure to furrdsh, prosecution 

for . . . . . S. 51 (c). 

Assistant Commissioner’s sanc- 
tion required . . . S. 53 (7). 

Local Authorities, definition of . . . . P. 8. 

income of, exempt . . S. 4 (3) {Hi). 

information regarding assess- 
ments not to be furnished to P. 129. 

Local Government, agency rules regulating control 

of, over income-tax matters P, 35 (ii). 
appeal to, by Assistant Com- 
missioner or Income-tax 
Officer, against order of dis- 
missal . . . . P. 35. 

may direct that income-tax 
. should be recovered with 

municipal tax or local rate, 
etc. . . . . S. 46 (6), 

recommendation of, to be con- 
sidered in appointing Com- 
missioner . . . S. 5 (3). 

security issued tax-free by, in- 
terest on, income-tax pay- 
able bj^ Local Government . S. 8 Prov. (2). 

Local rates, deduction inadmissible in assessing 

property . . . . . S. 9 (7) (v), P. 42, 69. 

on business premises, deduction per- 
mis.sible ..... S. 10(2) (um), P.62 

69. 
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Loss oJ profit, insurance against premia when an 

admissible deduction . ^ . P. 58. 

Loss of rent, insurance against, premia when an 

admissible deduction . . P. 4i. 

Loss recoverable under insurance, inadmissible . P. 53. 

Loss, set-oS of, under one head of income against 

another head ..... S. 24 (1), P. 94. 

in case of registered firm .... S. 24 (2), P. 72. 
loss under property inadmissible . . P. 49. 

where assessee is partner in more registered 

firms than one . . . . . P. 94. 

Losses, previous years’ deduction inadmissible . P. 53. 

Lottery, prize in, not taxable . . . . P. 34, Illustration 

(2). 

Lunatic, liability of guardian or trustee . . S. 40, 41, P. 108. 

indemnification of guardian . . S. 65. 

Machinery and Plant. (See Depreciation.) 

Magistrate, defined . _. . . . S. 2 (5). 

Marginal relief S. 17, P. 75. 

how to be calculated in conjunc- 
tion with deductions allowed 
under Section 16 . . . P. 75. 

unregistered firms — -partner of . P. 75. 

Marine Insurance. (See Insurance Companies.) 

Married women, separate^ assessable . . P. 136. 

Medical relief, included in “ Charitable purpose ” S. 4 (>3) ad fin. 
Mercantile basis of accountancy . . . . P. 13, 50. 

Military Cross, allowance attached to, exempt . P. 17 (7). 

Military forces, wound or injury pensions. (See 
Exemptions.) 

Minors, liability of guardians for . . . S. 40, 41, P. 108. 

indemnification of guardians . . . S. 65. 

admission to the benefits of a partnership. 

Legality of . . . . . P. 10. 

claim to refund in respect of his share in a 
partnership on behalf of . . . P. 116. 

claim to set ofi losses on behalf of . . P. 91. 

Money-lending business, iiTecoverable loan, admis- 
sible deduction . P. 54 

Motor insurance. (See Insurance Companies.) 
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Mcdibhagidars — paymerits to. {See Deductions 
from taxable income inadmis- 
sible — i^artners’ capital, in- 
terest on.) 

Municipalities, included in “ Local authorities ” 

Municipal taxes, deduction inadmissible in assess- 
ing propertj’ 

on business premises, deduction 
admissible in assessing busi- 
ness ..... 

Mutual Benefit Societies, subscriptions to, when 
treated as borrowed capital 

Mysore Durbar. (See Exemptions.) 

Naval forces, wound or injury pensions. (See Ex- 
emptions.) 

New business, assessment of ... . 

Non-residents, agent of, assessable 

agent of, decision of Income-tax 
Officer to treat a person as, re- 
vision petition to Commissioner 
before assessment 
application of Act to, British sub- 
jects and persons in service of 
Government or local authority in 
dominions of Princes and Chiefs 
in India ..... 

arrears when recoverable from 
assets of . 

no limitation on recoverj’^ 
business connection in British India, 
assessment of profits and gains of 
non-residents from . 


casual agents of non-residents 
consignment business . 
dividing societies, income how cal- 
culated ..... 
foreign subjects — ^refunds not ad- 
missible ..... 
income accruing or arising or deem- 
ed to accrue or arise in British 
India to, taxable 

income of, other than income from 
business .... 
Indian agents of non-resident firms 


P. S. 


S.9(l) (v),P. 42, 69. 


S. 10 (2) (vni), P. 62, 
69. 

S. 10 (2) (m). Ex- 
planation, P.57. 


P. 95. 

S. 42, 43, P. 110, 
111 . 


P. Ill (d). 


S. 1 (2), 7 (2), P. 1, 
37. 

S. 42 (1), Prov., P. 

115. 

P. 115. 


S. 42 (i), (2), R. 33, 
34, P. 15, 110, 
111 . 

P. Ill (d). 

P. Ill (c) 

R. 31. 

S. 48 (5),^ 116. 


S. 4 (I), P. 15. 
P. 110. 

P. Ill (c) & (d). 
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J^on-Tesidents—concId. 

Indian branches of non-resident 

firms . . . . . P. Ill (a), R. 33. 

Indian firms allied to non-resident 

firms . . ... . P. Ill (&). 

insurance companies, Indian 

branches of . . . . R. 36, P. Ill (a), 

141. 

interest on loans advanced in Indian 
states to persons resident in 
British India, when not liable . P. 15. 

notices, service bj’’ post, legality of P. 111. 

powers of Central Board of Revenue 
to make rules regarding assess- 
ment of . . . . , S. 59 (2) (a) (in). 

profits from business connexion, 
when deemed to arise in British 
India S. 42 (I), R. 33, P. 

16, 111. 

profits from sale of merchandise 
exported to and sold in British 
India, taxable — 'Whether receiv- 
ed in British India or not . . S. 42 (3), P. 111. 

salaries of British subjects or ser- 
vants of His Maj esty paid in India 
but outside British India, when 
chargeable . . . . S. 7 (2), P. 1, 15, 37. 

shipping companies, Indian branch- 
es of . . . . . R. 33, P. Ill (a), 

shipping, occasional- 

liability to tax of . . . S. 44 (a), 

owner or charterer when to be 
deemed to carry on business 
in British India . . P. 114. 

port clearance not to be grant- 
ed until tax paid . . S. 44-B. 

profits and gains how to be de- 
termined . . . . S. 44-B. 

super -tax, non-resident partner of 
registered firm, liability of resi- 
dent partners . . . . S. 57 (1), P. 131. 

shareholder, resident abroad, liabi- _ 
lity of principal ofidcer of com- 
pany to deduct super-tax from 
dividends due to . . . S. 67 (2), P. 131. 

tax paid for non-resident, credit 
to be given for, in assessing 
agent . .' . . . S. 57 (3), P. 131. 

taxes paid in other countries, in- 
admissible deduction . . P. 68. 
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Notice of demand S. 29, R. 20, P. 100. 

Notices, service of S. 63, P. 127. 

Obsolescence. (See Allowances.) 

Offences (see Prosecution.) 

power of Assistant Commissioner to com- 
pound S. 63 (2), P, 74, 128:. 

OflB.cer(s) [see Government OfBcer(s)]. 

OflBcial trustee, liability of, for tax . . . S. 41, P. 108. 

indemnification of . . . S. 65. 

Order of British India, allowance attached to, 

exempt . . . P. 17 (7). 

Orphan, minor— Pension of. (See Pensions of 
minor cu'phan.) 

Other sources (See Allowances, Deductions from 
taxable income. Exemptions). 

assessment of income from . , S. 12 (7), P, 40. 

examination fees included under . P. 36. 

income of lessee from lease-hold 
property, assessable under . P, 40. 

language rewards included under . P. 36. 

vacant lands, rentals of, taxable 

under P. 40. 

owner or charterer of a ship residing 

out of British India, liability of S. 44-A to 44-C. 

“ Paid ” meaning of S. 10 (.3), P. 50. 

Partners (see Allowances, Deductions from tax- 
able income, Firms). 

definition of ‘ partner ’ and ‘ partner- 
ship ’ S. 2(6-A). 

Penalty (see Prosecution). 

imposition of, in the course of proceedings 
under section 34 . . . . P. 87. 

Penalty for concealment of income . . . S. 28 (7), P. 86, 87. 

notice to assessee before imposition . . S. 28 (3). 

prosecution on same facts, barred . . S. 28 (4), P. 87. 

Penally for default, Income-tax officer may im- 
pose . . .‘ . S. 46 (7), P. 115. 

recovery of . . . S. 47, P. 115. 

limitation on amount . . S. 46 (1-A). 

power to enhance . . S. 46 (1-A). 

Penalty for failure to deduct tax, personal liability S. 18 (7), P. 76. 
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Penalty for failure to give notice of discontinuance 
of business ...... 

Penalty for improper distribution of profits . 

notice to assessee before imposition 
prosecution on same fact, barred 
, Pension, included in ‘‘ salaries ” 

Pensions (see “ Allowances,” “ Deductions from 
taxable income,” “ Exemptions ”). 

Pensions of minor orphan, paid to his mother or 
guardian not to be included in the taxable 
income of the mother or guardian 

Tensions of officers lent to Indian States, liable 


S. 2o (2), P. 96. 
S. 28 (2), P. 86, 
S. 28 (3). 

S. 28 {4), P. 87. 
S. 7 (i), P. 36. 


P. 136. 
P. 37. 


87. 


■Pensions paid in United Kingdom, when liable 

Permanent settlement, question whether this ex- 
empts from tax non -agricultural income from 
permanently settled land .... 

iPerquisites, included in ” salaries ” 

or benefits, not convertible into 
money, when exempt . 

rent-free furnished quarters, value 
not to be split into component 
parts ...... 

special, for specific purpose, when 
exempt ..... 

“Person” defined 

Person, includes Hindu Undivided Family . 

Personal expenses, deduction inadmissible . 

Place of assessment 


P. 38. (See Exemp- 
tions). 


P. 2. 

S. 7 (.?), P. 36. 
P. 33. 


P. 33. 

S. 4 (3) (ui), P. 33. 
P. 3. 

S. 2 (5). 

P.'o3. 

S. 64 (J), (2), (3), P. 
138. 


Plant (see “ depreciation,” “ repairs ” under 
“ ./Ulowances in assessing business ”). 

Plant, includes shafts, sidings and tramways in 

coal mines ...... P. 59. 

Poor, relief of, included in “ charitable purposes ” S. 4 (3) ad fin. 
“ Post ” means “ Registered post ” . . . P.137. 

Post, notices may be served by . . . P.137. 

Post Office, Cash Certificates (see Exemptions). 

Government securities purchased 
through (see Exemptions). 

Savings Bank (see Exemptions). 

■Postponement of collection (see Recovery of tax). 

Premium for settlement of waste lands, etc., not 

liable . . . . . ^ . P. 2. 

for transfer of holdings, liable . . P. 2. 
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Premium— condd. 

insurance (see Allowances, Exemptions, 

Insurance). 

on issue of shares, not liable . . P. 66. 

on redemption of Government loan not 

taxable P. 34, ' Illustration 

(4). 

“ Prescribed,” meaning of . .... S. 2 

Presents, expenditure on, inadmissible as a deduc- 
tion ....... P. 53. 

« Previous publication,” meaning of , . P. 133. 

“Previous year,” defined S. 2 (II), P. 6. 

assessee’s option in regard to . S. 2 (II) (a), P. 6. 

restriction on . . . S. 2 (II) (a), Prov., 

P. 6. 

difierent years adoptedfor differ- 
ent sections or classes of busi- 
ness . . . . P. 5. 

power of Central Board of 
Revenue to declare . S. 2 (II) (b), P. 6. 

delegation of power to Com- 
missioners . . . P. 6. 

extent of delegation . . P. 6. 

power of Income-tax Officer in 

regard to change of . . S. 2 (II) {a), Prov., 

P. 6. 

temporary change of . . P. 6. 

“ Principal Officer ” of company, etc., defined . S. 2 (12), P. 7. 

certificate of payment of tax 
on profits to be furnished 
by .... S. 20, R. 14, P.82, 

116. 

submission of returns of pay- 
ments of dividend to share- 
holders . . . S. 19-A. 

prosecution for failure to 

furnish . . . S.51(6). 

return of employees by . S. 21, R. 15, P. S3, 
prosecution for failure to 
furnish . . . S. 51 (c). 

return of income by . . S. 22 (I), R. 18, P.84, 

failure to furnish, prosecu- 
tion for . . . S. 51 (c), P. 84, 86. 

forfeiture of right of appeal S. 30 (I), Prov., P. 

86. 

power of Income-tax 
Officer to extend time 
for ... S. 22 (I), Prov. 
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Proprietors (see references to “ Partners ” nndei* 
•“ Allowances,” Deductions from taxable in- 
come,” inadmissible, “ Pirms ”). 

Prosecution for disclosure of information by public 
servant ... 

Commissioner’s sanction required 

exceptions .... 

for failure to deduct tax or arrears of 

tax ...... 

for failure to furnish certificate of de- 
duction of tax from salaries or in- 
terest ..... 

for failure to furnish certificate of pay- 
ment of tax on the profits of com- 
pany 

for failure to grant inspection of re- 
gister of members of company, etc. 

for failure to make return of em- 
ployees ..... 

for failure to make return of income . 

for firilure to make return of members 
of firm or Hindu Undivided Family 

for failure to make return of names 
. and addresses of beneficiaries 

for failure to produce accounts or do- 
cuments ..... 

for false statement .... 

Assistant Commissioner to direct 
prosecutions as above (S. 51 and 
52) 

stay of, by Assistant Commissioner 

Provident Funds — 

accumulated balance of ... 

contributions to .... . 

included in total income . 
limit of one-sixth of total income 
exemptions, scope of ... . 

interest on securities of . 

private contributions to, bj" employers, 
when admissible .... 

eligible for refund .... 
exemptions do not apply to 


S. 64 (2), P. 9, 1^9. 

S. 54 (2), Prov. 

S. 54 (2), Prov. 

S. 51 (a). 

S. 51 (6). 

S. 51 (6). 

S. 51 (c). 

S. 51 (c). 

S. 51 (c), P. 86. 

S. 51 (c). 

S. 51 (c). 

S. 51 (d), P. 88. 

S. 62, P. 87, 101. 

S. 53 (1), P. 87, 128. 
S. 63 (2), P. 128. 

S. 4 (3) (v), P. 23. 

S. 16 (J). 

S. 16 (i), P. 11. 

S. 16 (3). 

S. 4 (3) (iv), P. 23, 
32. 

S. 4 (3) (f?;), P. 23. 

P. 64. 

P. 3. 

P. 23. 


s 
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Provident Funds — concld. 

not to be directly assessed to income- 
tax or super-tax . . . . P. 3. 

Railway, gratuity paid from, exempt from 

income-tax . . . . . P. 17 ( ), 23. 

Recognised, according or withdrawal of 

recognition . . . . S. 58-B, P. 25. 

accounts of , , . . S. 58-1, 58-J, P.30. 

accumulated balance of, pay- 
ment to cmplo3mes disconti- 
nuing participation . . S. 58-C (1) P. 

2G. 


accumulated subscriptions of 
fund transferred bj’’ cmplo}'- 
cr to tri^tee, treatment of . 

conditions of recognition 
deduction of tax at source 
definition .... 
forfeitures in . . . 

funds, investment of 


S. 6S-K,P. 21. 

S. 58-C,58-I>,P. 2C. 
S. 58-H. 

S. 68-A. 

S.58-C,(7)(d),P. 26, 
P. 20. 


income received l)y trustees on 

behalf of . . . . S. 4 (3) {ix). 

income-tax concessions . P. 24. 

interest on investments of . S. 68-F, P. 28. 


ijrincipal place of business out- 
side British India . . S. 58-C, (I) (a),P. 27. 

salary, interpretation, for pur- 
poses of . . . . S. 58-F, (7), P- 2f). 

securities in . . . . P. 26. 

Public Servant, definition of . . . . S. 2 (J3), P. 9. 

disclosure of information by, pro- 
secution . . . . S. 64 (2), P.9,129. 

indemnification of, for act done in 

good faith . . . . S. 70. 

, Public utility, objects of, included in “ Charitable 

purposes ” . . . . . . S. 4 (3) ad fin. 

Railway administration, instructions for obtaining 

information from ..... P.89. 

Railway books, power of income-tax authorities to 

call for .... S. 37, P. 89. 

Railway Provident Fund (see Exemptions). 

Railways, assessment of, allowances . . . P. 20, o9. 

renewal charges admissible . . . P. 20, 59. 
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Railways — concld. 

rolliBg stock, depreciation on, inadmis- 
sible ...... 

interest guaranteed by Secretary of State 
and payable in England — not liable . 

Rate of Exchange, conversion of sterling profits 
Rate of tax, Indian, meaning of ... 

Rates of tax 

j)ower of Governor General to reduce 

Rations — 

issued in kind, value of, to Military officers, 
exempt ...... 

money allowances paid in lieu of, exempt 

Receipt to be granted for tax paid 
Receipts, casual, when exempt 

examples .... 
Receiver, liabilitj’^ of, to pay tax 

indemnification of ... . 

Receiver of rent in kind, sale of produce by, in- 
come from, exempt . 

Records, income-tax. Civil Court not to call for . 

Recovery of penalties 

Recovery of tax, arrears of tax .... 

deduction of, from salary 
deduction at source no bar to 
other methods of 

limitation for .... 

inapplicable in caj^e of non-resi- 
dent ..... 

non-resident, recovery from 
assets ..... 
non-residetot shareholders, super- 
tax, liability of principal officer 
of company 

non-resident, super-tax liability 
of fellow partners in registered 
firm ..... 

penalty for default . 
promptitude in, importance of 
suspension of, pending appeal, 
discretional . . . _ . 

pending statement to High 
Court, forbidden 
tax, when payable 


P. 59. 

P. 15. 

P. 65. 

S. 49 (2) {b). 

Fin. Act. 

S. 60, P. 17, 18. 

P. 17 (30). 

P. 17 (30;. 

S. 62. 

S. 4 (3) (vii), P. 34. 
P. 34. 

S. 41, P. 108. 

S. 65. 

P. 2. 

S. 54 (1). 

S. 47, P. 115. 

S. 46, P. 115. 

S. 46 (5), P. US. 

S. 18 (S). 

S. 42 (1), Prov., S. 
46 (7). 

S.42{7), Prov., P. 
115. 

S. 42 (?). 

S. 67 (2), P. 131. 

S. 57 {!), P. 131. 

S. 46 (1). 

P. 115. 

S. 45, Prov., P. 115. 

S. 66 (7), P. 115. 

S. 45, P. 115. 
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Rectification of mistakes 

assessee to be beard when assessment enhanc- 
ed. ....... 

evidence — ■fresh not admissible 

review, no general power of . . . 

Redemption of Government loan, premium on, not 
liable ....... 

Reference to High Court (see High Court). 

refund of fee deposited by applicant for refer- 
ence to High Court .... 

Reference to Board of Referees .... 
Refund, application for ..... 

limitation ..... 
personal presentation unnecessary . 
right of agents of non-residents to apply 
to Foreign subjects — inadmissible . 
to non-residents — total income 
to owner of security .... 

in Indian States .... 
to partner in registered fii-m 

to person assessed on salary . 
residents of, Indian States, where pay- 
able ...... 

. ■ to shareholder in company . 

when amount of dividends distributed 
exceeds total profits of a company, 
how calculated .... 

Refunds, limitation ...... 

partially-taxed profits of companies — • 
dividends paid out of . . . 

tax free .securities — dividends paid by 
company from interest on 

to be obviated ..... 

Regimental Mess or Band Fund, compulsory sub- 
scriptions to, exempt ..... 

Registered Firm (see Firm, Registered). 

Relief (see “ Allowances,” “ Deductions from tax- 
able income,” “ Double income-tax,” “ Ex- 
emptions.”) 

Relief, marginal 

' medical, included in charitable purposes . 

of poor, included in charitable purposes 


S. 35, P. 106. 


S. 35, Prov. 
P. 106. 

P. 106. 


P. 34, Illustration 

( 4 ). 


S. 66 (2), Prov. 

S. 33-A. 

R. 36—40, P. 116. 

S. 50, P. 116. 

R. 40, P. 116. 
P.116. 

S. 48 (5), P. 116. 

S. 48 (4), P. 116. 

S. 48 (3), R. .37, 38. 

• P. 11, 76, 78, 116. 
P. 78. 

S. 48(2),P. 10,11, 
71, 94, 116. 

S. 48 (3), P. 76. 

P. 78, 116. 

S. 48 (7), R. 37, 38. 
P. 11,82, 116. 


P. 116. 

S. 50, P. 116. 


P. 2. 


P. 1 16. 

P. 71, 76, 78, 116. 


P. 17 (6). 


S. 17, P. '7.5. 
S.^4 (3) ad fin. 
S. 4 (3) ad fin. 
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Religious or charitable institutions, purposes and 
trusts (see “ Exemptions,” Charitable insti- 
tutions, purposes and trusts ”). 

Rent (see Allowances, in assessing business ”). 

Rental value (see “ Property, annual value 

Rental value, of business premises, inadmissible 
deduction ...... 

Rent-free residences, furnished, not to be split in- 
to component parts 

value of, when taxable 

Rent-(ground). (See “ Allowances in assessing 
property ”.) 

Rent-in-kind, sale of raw produce by receiver of, 
exempt ....... 

Rents and Royalties, mining, assessment of in- 
come from, cesses not ad- 
missible deduction 

Requisition (see IsTotices). 

Reserves, for bad debts, equalisation of dividends, 
insurance, pension, provident funds, 
superannuation funds, sums placed to, 
inadmissible deduction 
for loss on, or depreciation of securities, 
etc., sum placed to by Insurance Com- 
pany, admissible deduction 
for unexpired risks, or outstanding lia- 
bilities, sum placed to by Insurance- 
company, treated as expenditure 

Return, of employees ..... 

prosecution for failure to furnish 
to wliom to be made .... 
Return of Income — 

Appeal against refusal to make . 
by person other than company 

by principal officer of company 
Failure to furnish, basis of assessment . 

cancellation and reassessment when cause 
shown ...... 

forfeiture of right of appeal 

penalt}'’ for ...... 

prosecution for ...'.. 
False return, penalty for , 


P. 63. 

P. 33. 
P. 33. 


P. 2. 


P. 69. 


P. 53, 58, 64. 

B. 30. 

B,. 20, P. 141. 

S. 21, E,. 15—17, P. 

(C. 

P. 83. 

S. 30 (7), P. 86, 87. 

S. 22 (2), B,. 19, P. 

85. 

S.22 (1),B.18,P.S4. 
S. 23 (4). 

S. 27, P. 8G. 

S.30 (7),Prov.,P. 

86, 99. 

S. 23 (4), P. 88, 89. 
S. 62, P. 87, 101. 

S. 28, P. 86, 87. 



52 


Return of Income — -concU. 

prosecution for S. 52, P. 87, 101. 

prosecution and penalty on same facts 

Wed S. 28 (7), Prov. 2, P. 

87, 

sanction of Assistant Commissioner of In- 
come-tax for prosecution . . , S. 53 (7), P, 87. 

Importance of obtaining . , . . P, 80, 87. 

Obligatory on Income-tax Officer to call for S. 22 (2), P. 80. 

Revised S. 22 (o). 

when not valid , . . . . P. 85, 

Right to inspect or require copies of . . P. 85. 

Returns, assesseo himself or a duly authorized per- 
son must sign . . , . . P, 90, 

income-tax officials should assist assessee 

to fill up p. 80, 

Review, Commissioner’s powers of . , . »S. 33, P, 35 (ii). 104. 

asscssee’s right to be heard , , S. 33 (2), Prov. 

limitation . . . . . P. 104. 

Commissioner’s power to order further 

enquiry by subordinate officer . S. 33 (2), P. 104. 

Commissioner’s power to reduce part- 
ners’ assessment when firm’s assess- 
ment is reduced .... P, 104. 

Income-tax Officer has not general power 

of S. 35, P. 100. 

Rewards, language examinations — when exempt . P. 30. 

Rules, power of Central Board of Revenue to 

raalte ....... R. 59. P. 35 (i), 133. 

Salamis (premium for recognition of tran.sfer of 

holding), not exempt . . . . . P. 2, 

Salaries (see “ deduction ofincomc-tax,” “ exemp- 
tions,” “ refunds ”). 

definition of . . . . . S. 7 (7), P. 33, 30. 

earned outside India, when taxable . P. 37. 

examination fees, when not taxable 

under . . . . . . P. 30. 

Government pleaders’ fees (other than 

retaining fees) not taxable under . P. 36. 

income from, included in income of year 

in which received . . . . P. 36. 

language rewards, when not taxable 
under . . . . . .P.36. 
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Salaries— concZtZ. 

of officers lent to and paid by Indian 
States when liable .... 

paid annually — 'inetbod of taxation 

paid in United Kingdom when exempt . 

paid outside British India, in India when 
liable ...... 

partner’s not admissible deduction 

Provident Fund (private) payments to 
employees on retirement from, when 
not taxable at source 

Provident Funds, recognised, interpreta- 
tion of — 'for purposes of . 

Sterling overseas pay drawn in the 
United Kingdom, when taxable 

withheld under Court’s order, taxable . 

Scholarships, exempt (see “ Exemptions ”) . 


P. 37. 

P.74. 

P. 38. 

S. 7 (2), P. 1, 37. 

P. 53. 

P. 36. 

S. 58-F (7), P. 29. 

P. 76. 

P. 36. 

P. 17 (5), 20. 


Securities (see “Deduction of income-tax,” “ ex- 
emptions,” “interest,” “refunds”). 

appreciation of, treated as income to 

insurance company . . . R. 30. 

certificate by Income-tax Officer autho- 
rising non-deduction, or deduction at 
lower rate . . . . . P. 78. 

depreciation or loss on . . . P. 59. 

sums placed to reserve for or written 
off by Insurance company, ad- 
missible deductions . . . R. 30. 


interest on loan for purchase of, per- 
missible deduction, when . . P. 39. 

interest on tax free, included in total in- 
come S. 16 (7), P. 39. 

meaning of ..... P. 32, 39. 

Securities and shares, forming part of capital, 

appreciation or depre- 
' ciation of, not taken 

into account in calculat- 
ing income . . . P. 59. 

profit on sale of, forming 
part of reserve, not tax- 
able . . . P. 69. 


profits of speculation in, 
taxable . . . P. 69, 
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Securities and Shares— co«c/f7. 

Co-operaiive Societies, loss 
under any Jiead of in- 
come that is exempt 
from tax against any 
head of income that is 
not so exempt . . P. 18. 

Set-off, depreciation in excess of profits, how to 

he adjusted P. 59. 

of interest on loan, against income from 
taxable and tax-free securities . . P. 39, 

of loss in business — -incomefrom dividends P. 59. 
of loss under one head of income against 
profit under another . . . . S. 2-1 , P. 94. 

property no set off, of loss under , . S, 9 (i), Prov., P. 49. 

securities or shai'cs — •interest on borrowed 
monej' invested in — excess of over inter- 
est or dividend received — other taxable 
income P. 94. 

Set-off of tax, as alternative to refund, to licrsons 

assessed on salaries, and owners of securities P. 7G, 78, IIG. 

Shafts in mines, depreciation on . , . P.59. 

Shareholder (sec Dividend). 

Shares, cost of issuing, not admissible as business 

expense . . . . . . P. GG. 

premia on issue of, not liable to tax . P. GG. 

Shares and securities (sec Speculation). 

Sh ping companies, assessment of . . , S. 42(7), B. 33, P 

111 (i) (a). 

British — assessment of , . . . P. 113. 

depreciation . . . . . P. 112. 

Shipping, occasional- 

liability to tax of . . . . , S, 44- A. 

owner or charterer when to be deemed to 

carry on business in British India . . P.114, 

port clearance not to be granted until tax 

paid ....... S. 44-B. 

Profits and gains how to be determined . S. 44-B. 

Sidings in Mines, depreciation on . . . P. 59. 

Societies anonymes P. 4. 

Speculation, in ho use property, profits assessable . P. 34, Illustration 

(1). 

in shares and securities, profits assess- 
able . . . . . P. 69. 

Statement of case (see High Court). 
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Stay o£ prosecution by Assistant Commissioner . S. 53 {2), P, 128. 

Stay o£ recovery o£ tax (see “ Recovery of tax, sus- 
pension of”). 

Sterling Companies, profits of, conversion method P. 66. 

Stir lin g debentures, interest on. when liable . P.16. 

Sterling securities, Government of India, interest 

on, when liable ..... P.16. 

Succession to business S. 26, P. 96, 97. 

assessment of income that has escaped in the 

hands of the predecessor . . . . P. 98. 

Sugar, manufacture of, profits of, taxable , . P. 2. 

Superannuation Funds, employers, contributions 

to, when an admissible deduction . . P.64. 

-Superannuation Reserves, sums placed to, when an 

admissible deduction . . . . P. 64. 

Super-tax, allowances admissible for super-tax (see 
Allowances). 

chargeable on income of individual, 

Hindu Undivided Family, company, 
unregistered firm or other association 
not being a registered firm . . S. 55, P. 10, 11, 130. 

eompanies, taxable at flat rate . . Fin. Act, P. 130. 

exemptionsfrom income-tax applicable 
to super-tax (see Exemptions), 
exemptions from income-tax inappli- 
cable to super-tax (see Exemptions), 
firms, registered, not liable . . S. 55, P. 10 (iv). 130. 

partners in, liable .... S. 14 (2) (6), 58 (i), 

P. 10 (iv), 130. 

partners, non-resident, liability of re- 
sident partners for tax due on 

share of S. 57 (I), P. 131. 

credit to be given for tax so deducted, 
in assessing agent . . . . S. 57 (-3). 

liability restricted to tax on share . S. 57 (7), P. 131. 
firms, unregistered, liable as indivi- 
duals S. 55, P. 10 (iv), 130. 

partners liable if firm not taxed S. 55, Piov., P. 70, 

130. 

partners not liable if firm taxed . S. 55, Prov., P. 

10(iv),130. 

Hindu Undivided Family, taxed as in- 
dividual member not taxable on share 

whether family taxed or not . . S. 14 (i), 16 (i), 60, 

P. 11, 70, 130. 

shareholders in companies, liable on 

dividends S. 14 (2), 56, 68 (7), 

P. 130. 
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Super»tax — concld. 

principal otficer of company to deduct 
tax on dividend of non-resident 

credit to be Kiven for sum so deducted 
in assessing agent .... 
refund not admissible 

tax, inadmissible deduction from tax- 
able income ..... 
tax, payable direct, not by deduction 
(except in the case of non-resident 
shareholder and on payments of 
accummulated balances of recognised 
provident funds to employees) 

total income, defined .... 

Suspension of collection (see “ Recovery of tax, 
suspension of”). 

Tax (see “ AUoTrances,” “Deductions from tax,’* 
Double income-tax). 

Tax-free securities (see “ Securities ”). 

Tea- 

profits from the manufacture of, taxable 

taxable profits— how to be determined 

Total income, definition of, for income-tax 

for refunds, non-resi- 
dents 

for super-tax . 

Trade Commissioners in India, salary of, exempt . 
Tramp steamers (see “ Shipping, Occasional ”). 
Tramways, Electric, depreciation on . 

Tramways (other than electric tramway), assess- 
ment of, allowances— depreciation, obsoles- 
cence, repairs— actual expenditure — option to 
substitute ...... 

Tramways in mines, depreciation on > . 

Treasury hills, tax not deducted from yield of 

Trustee, liability of, for beneficiary 

indemnification of ... . 

may be called on to furnish list of benefi- 
ciaries ...... 

(official). (See Official Trustee.) 

Trusts (see Charitable institutions. Charitable pur- 
poses) . . . 


S. 57 (2), P. 131. 

S. 67 (.5). 

S. 48 (7), 58 (1), P. 
130. 

P. 53. 


S. 57 (2), 58 (2), 68- 
H, P. 11. 

S. 56, P. 11, 130. 


P. 2. 

R. 24, P. 2. 

S. 2 (75), 16, P. 11. 

S. 48 (4), P. 116. 

S. 56, P. 11, 130 

P. 17. 

P. 59. 


P. 20, 69. 

P. 59. 

P. 34, Illustration 
(4), 77. 

S. 40, P. 108, 109. 

S. 65. 

S. 38. 


P. 21. 
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Trusts, mixed, enquiry into application of income P. 21. 

proportion of expenses of manage- 
ment allowable . . .P.21. 

Turn-over, assessment on basis of percentage on R. 33, 34, P. 111. 

TJnexpired risks, sums placed to reserve for, by 
Insurance Company, treated as Expendi- 
ture ....... R. 29, P. 141- 

United Kingdom, income-tax paid in, deduction in- 
admissible . . . . P. 69. 

income-tax, meaning of, and ex- 
cess profits duty . . . S. 49 (2) (c), P. 120. 

United Kingdom income-tax, relief in respect of 

double taxation . . . . . S. 49, P. 120. 

United Kingdom, leave allowance, salary or pen- 
sion of-officers paid in, exempt . . . P. 17 (20) & (24). 

ofprivate employees, paid, in, when exempt P. 38. 

Universities. (See Exemptions.) 

Urban areas, rent of vacant lands in, when liable to 

tax (under other sources) . . . . P. 40. 

Vacancies, allowance for S. 9 (1) {vii), P. 48. 

inadmissible in respect of property re- ' 

served for owners’ occupation . P, 48. 

Vacant land (see “ Urban areas,” above). 

Verifications, assessee himself must sign . . P. 90. 

Victoria Cross, allowance attached to, exempt . P. 17 (7). 

Wasting assets, depreciation on, inadmissible . P. 59. 

Witnesses, summoned under Section 37, scale of 

diet money and travelling expenses . . P. 88. 

Women, married, separately assessable . . P. J 36. 

Wound and injury pensions, and gratuities. (See 
Exemptions.) 


GIPD— 4U & 415 CBR— 23'7 35—6.500. 


